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NEW VIEWS OF THE CURRENCY. 


The advanced value of Gold, Suspended Specie Payments, Legal-tender 
Notes, Taxation and National Debt, investigated impartially. By 
A. B. Jonnson, Esq., Utica, Oneida County, New-York, formerly 
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ANALYTICAL SUMMARY OF ONLY A PORTION OF THE CONTENTS. 


, I. Government loans increase a nation’s capital to the amount of the 
oans. 

II. The annual productiveness of the new capital over the annual taxes 
it occasions, determines the pecuniary benefit of the increase. 

III. The interest paid customarily, in any locality, for the use of bor- 
rowed capital is governed by the customary productiveness of capital in 
the given locality ; but must always be less than the productiveness; and 
as governments can usually borrow at a less rate of interest than private 
persons, government loans constitute a more lucrative increase of a nation’s 
capital than any increase by private borrowers. 

IV. The interest paid for borrowed capital is borne only directly by 
the borrower, but indirectly by the public; and the benefit from the 
employment of borrowed capital is not limited to the borrower, but is 
shared by all persons connected, directly or indirectly, with the operations, 
proximate and remote, to which the borrowed capital is applied. The 
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industrial pursuits of a country are usually limited by only the capital, 
natural and borrowed, possessed by the country. 

V. Taxes are, on the contrary, impoverighing to a people to the extent 
that the taxes are imposed to defray the expenses of a war, or to provide 
a sinking fund for the extinguishment of a national debt. Taxes, to the 
extent that they are necessary to pay interest on a national debt, are a 
necessary evil. 

VI. The repudiation of a national debt, instead of pecuniarily benefiting 
a country, impoverishes it to the extent of the magnitude of the repudiated 

capital. The repudiation would injure every member of the community, 
to the extent that the benefit from the debt derived to him annually in 
all his operations, direct and indirect, would exceed the amount he would 
save annualiy in taxation. No fallacy is more prevalent and false than 
that the larger a national debt, the greater is the motive for its repudia- 
tion. The converse of such an opinion is the truth. The public debt of 
Great Britain, the largest the world ever knew, constitutes the most 
instructive practical lesson of history; but one which mankind seem 
persistently determined to ignore, by fallaciously assimilating a national 
debt to the debt of a private individual, and thus disregarding the 
distinction between man, who soon, by disease, age or wealth, abandons 
the employment of capital, and a nation perennially young and vigorously 
employing all attainable capital. 

VII. Why war disbursements, when liquidated by the creation of a 
public debt, “should increase a nation’s capital, is not obvious, but many 
persons who are drones in peace, become in war active producers of 
capital; even the destructiveness of war stimulates men to produce, in 
any given time, more capital than they produce during a like time in 
periods of peace. The conflagration of Moscow aroused a creative activity 
throughout Russia, that soon compensated for their destroyed capital, and 
has been in beneficial operation ever since. Men of invariable income, 
and men of no enterprise, who abstract themselves from all surrounding 
activities, are usually the only classes to whom a national debt is, by the 
taxes it creates, an unremunerative evil. 


VIII. Legal tender notes being compulsorily receivable, as gold and 
silver, in payment of all debts, present and future, no limit can be assigned 
to the quantity of such notes, for which an ultimate use equivalent to gold 
and silver will not constantly exist; the aggregate of the use being at all 
times greater probably in amount than the agarecate of the existing notes. 
The French rev olutionary assignats, and our own Tevolutionary continental 
money became worthless, by reason only of the uncommercial character 
of the people and the consequent non-existence among them of a sufli- 
cient volume of indebtedness, to serve as an adequate basis of the paper. 

IX. The par value of legal tender notes is secured by the above princi- 
ples, irrespective of any promised ultimate payment of them by govern- 
ment; still gold and silver are become more valuable than the notes, be- 
cause the notes, available for a specie use on any given day, exceed in 
quantity the amount required for the given daily use. To make any pa 
per money equal in value to gold, the paper must possess a present use, 
that it and gold can alone supply. The depreciation of legal tender notes, 
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as compared with gold, is shared equally by bank notes, and with all 
present liquidatible* bonds, mortgages, and other securities, and is there- 
fore not invidiously peculiar to the legal tender notes; and the said 
equality of all kinds of paper money must continue as long as the notes 
remain a legal tender. 


X. The belief is fallacious that the present possessor of paper money, 
legal tender notes included, is injured to the extent that the paper is less in 
present value than gold. Banks are almost the sole possessors of the gold 
of the country, and by their suspension of specie payments they sud- 
denly exclude the gold from all the accustomed uses therefor, and thus, by 
species of monopoly, produce an artificial scarcity of gold, and a conse- 
quent rise in its market value. Should all the wholesale holders of tea, 
coffee or sugar suspend, suddenly, the sale thereof, no person would be 
surprised at a sudden rise in the price of those articles. For these rea- 
sons, an advance in specie has always followed immediately every suspen- 
sion of specie payments, and it would follow, were the suspension limited 
by agreement to a single week. The Dutch once had a monopoly of the 
country that produced nutmegs, and they are accused of having occa- 
sionally destroyed a portion of the annual crop, to enhance the price of 
the remainder; but banks improve on this scheme by only withholding 
the supply of gold, instead of destroying any part of it. 


XI. The equivalence in value between paper and specie is, at all times, 
only artificial. The equivalence is produced by limiting the creation of 
paper money to an amount that the specie which is procurable can liquid- 
ate. Independently of this artificial equivalence, paper money and 
specie are severally subject, in their relative value, to the common com- 
mercial principle of supply and demand; paper money being more val- 
uable than gold when the supply of paper money is more deficient in 
quantity to the demand therefor, than the supply of gold; and so, vice 
versa, we may say of gold. 


XII. When paper and gold are of an equal value to each other, 
money is not at_all times of an invariable value; indeed few commodities 
are more fluctuating in value than money. Gold and paper together 
obey the laws of supply and demand, as certainly as gold and paper sep- 
arately ; and accordingly nothing is more common than to say money is 
cheap or money is dear. 

XIII. The measure of the cheapness of money is the advance in price 
of other commodities ; and the measure of the dearness of money is the 
decline in price of other commodities. 


XIV. The cheapness of money is consequent to its existence in tem- 
porary excess of the present uses therefor; and the dearness of money 
proceeds from an opposite condition. The permanentexcess in quantity 
of money, or any other object of value, is unattainable, men ultimately 
conforming their operations therewith to the attainable quantity. The 
like may be said conversely of any permanent deficiency of any article. 


* We do not find this word in the dictionaries of Wesster, Worcester or Rica- 
arpson. We may therefore infer that it is for the first time in Jounsoy.—Lditor. 
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The disturbances in the price of any article are the natural means by 
which an equilibrium is produced between supply and demand. 


XV. Legal tender notes are, in their effect, a forced loan without inter- 
est ; but taxes are a forced gift, coupled with an injury in addition, when 
the taxes are to diminish a national debt. 

XVI. A sinking fund operates as a continuously increasing bonus to 
the owners of government stocks, at the expense of all other classes of 
persons ; hence the owners of public stocks are the greatest advocates of 
a sinking fund, and the worst advisers thereon a government can consult, 


XVIL. A sinking fund created by taxation, injures every tax-payer to 
not only the extent of his tax, but indirectly by the diminution of the 
national capital. A sinking fund differs in its economical effect from re- 
pudiation. by only cancelling a national debt at the expense of all tax- 
payers, instead of cancelling it at the expense of fund holders alone. 


XVIII. Whatever diminishes the uses of gold over paper money, legal 
tender notes included, enhances the relative value of gold over paper 
money, and vice versa ; hence paper money is not unfrequently more than 
equal in value to gold. 

XIX. The policy and expediency considered of several proposed meas- 
ures to lessen the existing difference in value between gold and legal ten- 
der notes; as, for instance, the policy of restraining banks from issuing 
bank notes and of hoarding gold when the banks suspend payments, and 
the policy of allowing the exportation of specie. 

XX. The policy and expediency considered of some existing measures ; 
as, for instance, the discrimination by government in favor of gold and 
against legal tender notes, in payment of import duties, and in payment 
of interest on the public debt; the first discrimination is a necessary 
consequence of the second, and is just what fund holders would have dic- 
tated had they possessed the ordering thereof; but just what the rest of 
the community would have deprecated ; every per centage of increase in 
the value of gold becoming a ratable increase in the tariff of duties at the 
expense of all consumers, and a ratable increase in the interest of the pub- 
lic debt, at the expense of all tax-payers. 

XXI. The payment of interest by the government on deposits of gold, 
increases the uses of gold, and necessarily enhances itgvalue. The measure 
is another legitimate consequence of the bonus given to fund holders in 
paying them their interest in gold; government having to procure gold 
by purchase or other enhancing expedients, 


From a Massachusetts Bank President. 


To the Editor of the Banxers’ Macazine: 


I have had so little experience in matters of currency and finance that 
I cannot regard as of value any opinion I might express upon those ques- 
tions, now of such momentous importance to the welfare of the country. 

But first, of the export of gold. I am unable to conjecture what law 
could be passed that would work an effectual prohibition upon the expor- 
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tation of gola, even if it was desirable to prohibit it. But I should as 
soon think of prohibiting the exportation of wear as of gold ; such pro- 
hibition, it seems to me, would be a wrongful constraint upon the free- 
dom of industry and of trade, which, to be successful, must have a wide 
field for their operations, and a large liberty to buy and sell and exchange. 
If we would sell and export to other nations what they need of our 
productions, we must buy and import what they produce—cancelling bal- 
ances with gold and silver—otherwise our own production must stop in a 
great degree, our trade be seriously affected, our revenue from customs 
cease, and the great body of the people lose much of their buoyancy and 
earnestness of spirit in their support of their government. Gold, as a 
measure of value, has something of the nature of water ; it goes where it 
is wanted most, and a prohibition upon its following the law of its nature, 
as a measure of value, seems to me an absurdity; like that of a paper 
edict, that tide-water shall not flow in and out of one creek while it is 
allowed a free run in and out of another creek near by. 

Persons who have made the currency a subject of study more than I 
have had the opportunity or means of doing, can probably give a more 
satisfactory conjecture than I am able to give, of the effect upon the cur- 
rency of the tremendous augmentation of the precious metals that has 
been going on in the quantity of gold produced in the last fourteen years. 

2d. The Expansion of our Currency.—It is at this moment an alarm- 
ing evil, and must be arrested by a strong arm, or the government may 
find itself, before many months, embarrassed in carrying on the war. We 
have too many currency makers, who are without any effective restraint 
upon their temptations to extend their operations. Gold is crowded out 
of circulation by a rabble of professed representatives, of all degrees of re- 
spectability, from the government demand notes down to bank notes, 
postage currency, postage stamps, “shinplasters,” and “ Parker House” 
promises of dinner not yet cooked. In view of this debasement of the 
circulating medium, and of the entire absence of all ordinary power to 
restrain the expansion that is hurrying the currency, and with it the 
finances, to what seems to me their inevitable ruin, I see but one way of es- 
cape. It is for the government, with a bold hand, to seize the control of 
the whole currency of the country as a war measure. 

With the views I have long entertained of State sovereignty and rights, 
under the superior sovereignty and rights of the national government, 
and with the fact that the Constitution limits that government to the 
power “to coin money, and regulate the value thereof,” I should be una- 
ble to justify such a seizure, except upon the ground of military necessity. 
It seems to me, that this necessity is not only ample but imperious. 

If such seizure were proposed, the banks of the States should have no 
controversy with the general government about it, but should not only 
submit to it as the means of their own salvation, but should co-operate in 
carrying the measure into effect. All solid and substantial banks, (and 
those of a different character cannot go out of existence too quick,) as a 
consideration for withdrawing their own notes from circulation, should be 
constituted FiscaL AGENTS of the general government, and be furnished 
with government notes to a limited amount, registered and countersigned 
for their own use. 
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If some such plan as this could be speedily adopted, it might save the 
country from the financial explosion which seems to me to be in our 
immediate future. It would check the fearful expansion that is going on 
in our paper currency ; it would bring the currency of the country under 
a power competent to control it; it would induce gold and silver to come 
back and resume and maintain their place as a part of the circulating 
medium of the nation. 


From a New-England Member of Congress. 
Ocrozer 31, 1862, 
To he Editor of the Banxers’ Macazine: 


I am much obliged to you for your interesting communication of the 
23d instant. The statistics you present are instructive, and lead to con- 
clusions of great practical importance. They explain quite satisfactorily 
the decline of paper, or, in other words, the rise of gold. I was well 
aware of the general facts, but had not at my command the details you 
have given. The cause of the depreciation of our currency is now, to my 
mind, apparent, and the remedy is equally so. There has been an unna- 
tural expansion ; there must be a corresponding contraction. The standard 
of value has been impaired; it must be restored; nothing else is of any 
avail in the premises, 

These are “the conclusions I have arrived at.” You inquire “how 
much further shall we go in values?’ If I understand the question, I 
reply, not another step. No time should be lost in applying a remedy 
for the evils we suffer, and which are sure to increase with every day’s 
delay. 

You ask, “may we not, with more economy in the future,*get com- 
paratively out of debt abroad than (by balance of trade in our favor) put 
a stop to the export of gold? If by “economy in the future,” you mean 
that we may consume so much less of foreign merchandise, that the bal- 
ance of trade will be in our favor, then, of course, the export of gold to 
pay foreign balances will cease ; but all our past experience shows that 
when the currency is most expanded, the consumption of foreign goods is 
always greatest.. A great expansion causes a larger importation to meet 
increased consumption. I have tables, and a diagram, showing the truth 
of this, and such results in perfect accordance with the law of values. We 
shall never get out of debt, or keep out, by depreciating the standard of 
value; there is no tendency in that direction. 

“ Would a prohibition against the export of gold do any good or les- 
sen the evil ?” 

Not at all. Such laws are not only futile but pernicious. They 
increase, rather than diminish, the evil, and would be a disgrace to the 
legislation of the country and the civilization of the age. There is no 
remedy except by reducing the circulation to its legitimate dimensions, 
and this can never be done, while the government, on one hand, and some 
fifteen hundred banks on the other, are issuing all the credit currency 
they can get out. This competition for the circulation must be stopped, 
or the currency will certainly go to ruin. Were the circulation as it 
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ought to be, and might be, entirely in the hands of the government, 
there need be no difficulty ; the amount issued might be readily con- 
trolled, and the currency kept on a par, or nearly so, with gold, if that 
were thought desirable. This seems to me to be of immense importance 
to the banks, the government and the people. 

To the banks, because, if the present system of inflation is continued, 
the terrible revulsion which must sooner or later come, an inevitable con- 
sequence, will involve the commercial community in such wide-spread 
bankruptcy and ruin, that the banks, which are the greatest creditors of 
business men, must lose a great part of their capital, if not become bank- 
rupt themselves. 

To the general government, because all its purchases or contracts be- 
ing made in a currency depreciated, say twenty-five per cent., it has to 
pay a third more for all it consumes than it would otherwise do, yet its 
final payment for the whole must be in gold. 

To the people, because the enormous increase in the price of all com- 
modities which they require, while their labor does not, and will not, 
advance proportionately, operates to reduce their means of living to a 
low point, and so low will it become, if the present policy is pursued, 
and so great will be the sufferings of the laboring classes, that there will 
be danger of such popular dissatisfaction as will threaten the stability of 
the government itself. If I were asked how the remedy could be advan 
tageously applied, I would say: 

Let a tax be levied by Congress of one-half of one per cent. per month 
on the circulation of every bank. This would induce them to call in their 
own notes, leaving the currency to consist of government issues. There 
can be no doubt of the power of Congress to tax the manufacturers of 
credit money, any more than the manufacturers of broadcloth and calico. 
The end must be attained in the same way. I think of none more just 
or feasible ; but, however accomplished, there must be no delay or hesi- 
tation in the exclusion of all credit money from circulation except that 
issued by the government. 

Like emancipation, it is a stern military necessity, from which we can- 
not escape. 

There can be no enlightened opposition to the measure. The soundest 
and best banks will rejoice in it, for it will defend them, as they will see, 
from great injury, and I feel assured that all men of true patriotism, who 
understand this subject, will give it their cordial and earnest support. 

I have endeavored thus briefly, but explicitly, to answer your inquiries, 
and shall be happy to furnish any further aid or information in my power. 


From a New-York Subscriber. 
New-York, October 29th, 1862. 


To the Editor of the Banxers’ MaGazine: 

Sir—Your favor of the 23d inst., concerning the present rapid expan- 
sion of our paper circulation by the banks, and asking my views on that 
and correlative subjects, reached me this week. 

It is much easier to foresee than to escape the effects of this ruinous 
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policy. It will double the money-cost of production, disable our manu- 
facturers and producers in general from selling at a profit to foreign na- 
tions, and operate as a bounty on foreign manufactures or imports. 

It will enable foreign producers to sell their wares here at (say) twice 
the natural price, and to get our gold at half its value, until general bank- 
ruptcy shall bring our trade and industry to a stand. 

The final explosion will, in my judgment, shake our whole social sys- 
tem to its foundation. It will certainly prove more destructive than any 
revulsion that we have experienced hitherto, and may lead to a radical 
change in the relations of labor and capital. But my views on this latter 
point would as yet be deemed rather speculative than practical; I there- 
fore hold them in reserve. 

The chief cause of the present inchoate “expansion,” so far as the 
banks are concerned, I take to be this: Congress, by making government 
notes a legal tender, has created a substitute for specie, which, so long as 
our war continues, must increase in supply and grow cheaper and cheaper. 
Bank notes are now payable in this substitute; they are virtual sales of 
government paper on time; and the more notes the banks put out on 
good security, or in exchange for permanent intrinsic values, the more 
profit they will make on the growing depreciation of government paper. 

This action of the banks cannot easily be checked so long as the gov- 
ernmental inducement shall continue (no matter how unintentional) to 
be held out to them. 

A word as to the efflux of gold and the idea of checking it by arbi- 
trary measures. No arbitrary cure can reach the evil. To dam a stream 
does not prevent water from running down hill, except for a little time, 
and within a narrow enclosure. The highest dam can only give stagna- 
tion to a very limited amount of water, leaving the stream as a permanent 
thing to run on as before. Gold kept inactive by arbitrary enactments 
might just as well be embedded in the rocks, and is of no more use to 
the body politic than an artificially supported clock-weight is to the run- 
ning of the clock. 

Another point. The gold that I have earned is mine—not that of my 
hired watchman or governmental protector—not that of my neighbors 
or any set of lookers on ;—and while I get and use it honestly, 1 have 
a perfect right to spend it upon any work or workman in the whole world 
that I please—which perfect right government has no more right to re- 
strict or violate than it has to murder me in my sleep. 

I might say more on the very important subjects you have broached, 
but am deterred by the belief that it would, under present circumstances, 
be useless. We have taken our course, and now we must take the con- 
sequences. We have power to determine what our action shall be— 
whether it shall be wise or passionate, good or evil; but we cannot de- 
termine what rewards an act once done or a policy once entered on shall 
bring us. They will depend upon the goodness and justice of the policy 
or the act. They are infallibly regulated by the laws of nature, or of God. 


Very respectfully, yours, &c. 
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From a Boston Merchant. 


Boston, Wov. 15, 1862. 
To the Editor of the Banxers’ Macazine: 


I doubt if it is in my power to give you a single idea in response to 
your request made under date of 12th inst., that will be either new or 
useful, but, in view of the last line in your letter, I do not feel at liberty 
to refrain from giving you my opinions on the topics suggested. 

There is no doubt in my mind that the banks have done decidedly 
more to cause the rise in the price of gold than government paper has 
effected. The government issues have merely increased the circulating 
medium to a certain extent, not yet sufficient to supply the deficiency 
caused by the loss of gold as currency, and therefore supposing the same 
amount of circulating medium to be required now as three years ago, 
which I think is true, the issue of Treasury notes alone to the extent 
now in circulation, would have no effect whatever on the price of gold. 
But the increase of bank notes and loans, highly injudicious under pres- 
ent conditions, has furnished speculators with the means to purchase gold 
and hold it for a rise, while it has at the same time, and in the same man- 
ner, encouraged the imports of foreign merchandise, and caused a greater 
demand for gold for export. 

If the question had been put to me 18 months ago, whether it would 
be wise to prohibit the exportation of gold, I should have said, yes. To- 
day I say, no. That action as a war measure, then, would have been con- 
sidered merely as a wise precaution to be adhered to, or dispensed with, 
as following circumstances might dictate. Adopted now, it would be 
worked upon in all quarters as an acknowledgment of weakness, and in 
some, as an attempt to withhold payment from our foreign creditors. 
Beyond all this, I do not look upon this gold question as a thing of 
much importance. When gold ceases to be a currency, it subsides into the 
classification of merchandise, and, as such, is governed in price by the law 
of supply and demand. It isno longer the standard of value, except be- 
tween ourselves and those countries who still use it as currency. For 
example, if to-day we could pay all our foreign debt, and if from this 
day onward our exports should exceed our imports, the demand for gold 
to go abroad would cease, and, with limited exceptions, so would all other 
demands fur it. Can it be believed that under such circumstances gold 
would be worth 20 to 30 per cent., more or less, over legal tender notes ? 
The demand for it having ceased, speculation in it would cease, hoarding 
would cease, and being no longer useful as merchandise, it would re- 
vert back to its former position of currency, not quite so useful, there- 
fore, nor quite so valuable as United States notes. 

In my view the price of gold merely indicates the greater or less bal- 
ance of our imports over our exports. Then, consumers have to pay this 
premium of 30 per cent. on the cost of foreign merchandise, but it is also 
true that it operates like a protective duty for the encouragement of home 
manufactures, and so in time to a greater equality between our exports 
and imports. Then on our exports we get the same premium, and in a 
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broad view, the loss in exchange, if it be a loss, is only on the difference 
between our imports and exports. 

Clearly, if our people would resort to “strict economy” in the con- 
sumption of foreign products, this matter would soon regulate itself; 
but that is not to be hoped for, so long as they are not compelled to it 
by necessity, and I trust that time may never come again. The time will 
come, the stability of our government -being assured, when foreigners 
will see the advantage of importing their capital, labor, machinery, &c., 
into this country, instead of doing their business at arms’ length, as they 
now do; or, if they fail to see the real advantage of such a course, their 
manufactures will be superseded by home productions, whereby the de- 
mand for gold to go abroad will be so much diminished as to be entirely 
within our means of supply, even with gold restored as a currency. 

You state the amount of the public debt as 660 millions, of which the 
legal tender notes form 200 millions, and that of these notes 50 millions 
are on hand, which would reduce the debt. to 610 millions. If this be 
so, it should be so stated, for the public mind is very sensitive on this 
point; and while our enemies af home and abroad, as well as timid money 
lenders, are constantly exaggerating the amount of the debt, it is import- 
ant to ‘counteract these efforts and this timidity by presenting the lowest 
figures we honestly can. These exaggerations, repeated over and over, 
have had an effect upon the financial operations of the government by 
preventing investment in the 500 million loan, because money lenders are 
made to believe that right behind it is another 500 millions, and a year 
hence, perhaps twice as much more. The forthcoming report of the Sec- 
retary of the Treasury will do much to weaken or strengthen these state- 
ments, and, of course, to weaken or strengthen the national credit. Its 
effect can hardly be over-estimated. I have heard it said, as coming from 
Mr. BoutweE 1, that the revenue from internal taxes indicates 30 millions 
a month; as coming from the Treasury department, that the customs rev- 
enue will be 65 millions, while the expenditures for the next year will not 
exceed 400 millions. If something near these statements can be pretty 
fairly indicated, it will follow that when the loans now authorised are taken 
up, the Treasury will need nothing more in permanent loans, and govern- 
ment securities will become the popular hobby. 

A word about legal tender notes, and I will not trespass further on your 
patience. I take it for granted, that in “ providing for the general wel- 
fare,” Congress has the power to authorize and establish such a currency 
as will best serve that purpose. I believe it to be true that a Treasury 
note currency, limited to the actual wants of the country, like that we 
have now, will be more useful and more popular than any other. I believe 
that $300,000,000, in the present state of the country, will be gradually 
absorbed in legitimate operations, and may be kept afloat all the time, 
even after specie payments are restored, provided that the circulation of 
bank notes can be curtailed and restrained; and I am quite sure that 
the great mass of the people will gladly see a substitution of one for 
the other. Why should not bank notes be gradually driven from circula- 
tion by atax on them? And why should not the people have their own 
currency without cost, instead of paying millions a year for theirs, which 
in safety and usefulness bears no comparison with it? 
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- In other words, the people are willing to lend the government three 
hundred millions without interest, for the purpose of establishing a Na- 
tional Currency, on condition that government shall do what it fairly can 
to set aside the bank note system. It is a very liberal proposition, and 
I can see no good reason for not accepting it. 


Very respectfully, yours, &c. 


From a New-York Merchant. . 


New-York, November 18th, 1862. 
To the Editor of the Banxers’ Macazine: 


* * * It appears to me that the increase in bank circulation is 
excessive, if the calculation of the per centage is right. This must pro- 
ceed from two causes: 1. The hoarding of the bills of banks in high 
repute, by individuals, under the idea that the banks which have issued 
them could be forced to redeem in specie, if sued upon them. 2. The 
increase in the use of small bills, (under $5,) consequent upon the with- 
drawal of the small gold coins, and the silver half and quarter dollars ; 
these small bills are kept in circulation and not returned to the banks, 
either on deposit or for conversion. Very large amounts may thus be 
kept out, without any desire on the part of the banks that they should 
be. The 200 millions of legal tender Treasury notes do not appear to be 
too many, as whenever there is a call for an amount of several millions, 
there is a momentary difficulty to collect them in sufficient quantity. 

The increase in deposits may be accounted for, that a large capital has 
been withdrawn from the southern and foreign trade, which used to lock 
it up for about twelve months, and a large portion of which lies idle in 
banks, and swells the deposits. The increase of loans is caused by the 
rise in stocks, and which induced many people of small means, or without 
means, to speculate in them, and take loans from banks upon them, the 
money being furnished by the surplus deposits. The money thus obtain- 
ed is, under our system of business, again deposited in bank, (at least as 
long as we deal among ourselves,) and thus deposits are kept up while 
loans increase at the same time. The banks should not be blamed for 
loaning out some of the money on deposit with them, for if they did not, 
the clamor of borrowers would be so great, and the rates offered so large, 
that the depositors would be induced to withdraw the money from bank 
and loan it themselves. Before we blame the banks or the issues of gov- 
ernment paper, for all the derangement of the currency, let us ask our- 
selves whether, if the government spent every day one and a quarter 
millions in gold coin, it would not cause a great inflation in all values; 
and that a great portion of our financial derangement is the result of the 
war, which distributes large sums among us, (most of our expenditures 
being at home,) and not the fault of any one. The great rise in the price 
of gold and foreign exchange was first induced by considerable orders 
from government for foreign war supplies, which had to be paid in gold 
or foreign bills, stimulated afterwards by large amounts of American 
stocks, returned at low prices by frightened foreign holders, and brought 
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to its climax by speculation, and the peculiar trait of Americans to dis- 
count probable or possible events or results beforehand ; so that, at this 
moment, gold is here at a premium, which it might or should have 
reached after years of war, but which finds no warrant in what has as yet 
occurred. The balance of trade cannot be largely against us, for in spite 
of the high rates of exchange on Europe, our exports of gold from all the 
United States do not largely exceed the production of gold in California. 

The cure for this speculation is time; a prohibition of the export of 
gold now, can do good; the first consequence of such a prohibition would 
be, that foreign exchange would rise still higher, being unchecked by the 
export of gold. The profit would be so large, that gold would be smuggled 
out of the country, and the only effect would be to transfer the business 
of exporting golc from the honest banker to the dishonest dealer, while 
it would destroy confidence in American good faith and fair dealing 
abroad. 

It might help the legal tender notes, if they were made receivable for 
duties ; also it would be cheaper to the government in the end, to have 
purchased the gold required for payment of interest, than to have dis- 
credited in part its own Treasury issues. 

I have dotted down a few ideas in answer to your questions: Should 
you be able to use them, or any of them, do so. 


I am, very truly, 
Dear sir, your ob’t serv’t. 


From a Pennsylvania Bank President. 


PuHILaDELPutia, Oct. 28, 1862. 
To the Editor of the Bankers’ Macazine: 


The subject matter of yours of the 23d is one of such difficult solution 
that I feel unable to give you any satisfactory conclusions to which you 
may suppose I have arrived, for I feel like one walking in the dark. 

I do agree with you in the opinion that the large issues of the govern- 
ment are not the sole cause of the rise in prices. I am not sure that 
they are the cause to any appreciable degree. I do not agree in opinion 
with you that the banks “ contributed largely” to that result. 

1st. You speak of circulation. A considerable proportion of the in- 
crease of circulation by the banks of Philadelphia is owing to two causes: 
1st. About the first of this year the amount had been greatly reduced, 
in consequence of the general suspension of specie payments; and 2d, 
during this year our banks generally have issued notes of one, two and 
three dollars, which have taken the place of specie in payments below 
five dollars. The amount of small notes issued is now $1,533,000. It is 
probable that in other cities a large addition has been made to the small 
note circulation. I do-not think that the issues of these notes has had 
any effect on prices, as they have only taken the place of a specie cur- 
rency which has disappeared. Our circulation would have been much 
higher if we had not checked it at times by using the United States de- 
mand notes. In this way it has been reduced $50,000 in a few days. 
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2d. Deposits. An increase of deposits does not necessarily lead to an 
expansion. The large payments by the government to contractors is the 
principal cause of the large increase of deposits. 

3d. Loans. These are the surest test as to an expansion. 

The great increase has been caused by our disposition to do everything 
in our power to aid the government. If their issues had not been 
thrown upon us, we would make a very different show of loans. 

The government, and it alone, is responsible for the effects which have 
been or may be produced. In saying this, it must not be understood as 
a complaint against the government. Let those who choose to find fault 
point out a better mode of carrying on its financial operations, or be 
silent. 

You may see that the banks in Philadelphia hold $6,000,000 United 
States demand notes, besides those on deposit in the Treasury. 

Our total circulation is $5,000,000. If our notes were withdrawn, an 
equal amount of United States notes would be put in circulation. 

Do you suppose such a change would have any effect on prices? 

You will aiso see that our circulation has been steadily decreasing since 
8th September. 

Several causes have conspired to produce the recent speculation in 
gold in New-York. The persistent tone of the English press in depre- 
ciating the North and predicting success to the South has, in my opinion, 
much to do with it. Englishmen at home and in this country have no 
doubt been much influenced by this means, and have been led to transfer 
their effects to the other side. Orders have come from Europe to sell 
stocks and remit proceeds at any cost, even if sterling bills were 50 per 
cent. advance. Not a few Americans are doubtful as to the final result 
of the rebellion, and have laid gold away. Many real patriots, friends 
of the government, ask themselves, and sometimes ask a friend, “ when 
will the war cease?” If it should be continued from year to year, how 
are the expenses to be met? And these questions are hard to answer. 
The only sure remedy which occurs to me is speedy and decided success 
by land and sea, which will convince the people that the government can 
be maintained in its integrity. To this end its utmost energies should 
be put forth. This accomplished, our diffiulties will vanish. 

On the question of prohibiting the exports of gold, I feel a backward- 
ness in expressing an opinion. In times of peace such a measure should 
not be thought of, but war changes all. If,,in the judgment of those 
better qualified to decide the question, it is clearly seen that the prohibi- 
tion would accomplish great and decided good, let it be done. In my 
opinion, which is not worth much on that question, an export duty of 
say 25 per cent. would be preferable, especially as a large revenue would 
accrue, should the export continue to be heavy. Let this duty, if laid, 
be paid jin coin. 

I indulge the idea that there is a prevailing disposition among the 
community to practiceeconomy. Have not the large importations in 
New-York been caused, in a considerable degree, by government im- 
ports of arms, &c. ? 

I have always advocated the issue of demand notes by the government, 
and am persuaded the country would sustain and be benefited by the 
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issue of an additional amount equal to that now out, especially if notes of 
five dollars and under could be furnished. 

There should be no war on the banks. One of the evils of the past 
was, a constant feeling of opposition between the government and the 
banks. I confidently hoped and believed that the conduct of the banks 
in the most trying hour of our history would be productive of a friendly 
intercourse for a long time tocome. I cannot suppose that that hour is so 
soon forgotten. It will belong remembered by those of us who were called 
to place our institutions in such a relation to the government, that our 
very existence would depend on the success of that government. We 
have now more than double the amount of our capital invested in its 
securities. We are not surprised at this result—it was expected. But 
in such circumstances, may we not expect the most friendly treatment 
from that government ? Yours, very respectfully. 


From D. Wesster’s Speech on Currency, delivered at the Merchants’ 
Exchange, Wall-street, New-York, September 28, 1840. 


I hold that the regulation of the currency, whether metallic or paper, 
—that a just and safe supervision over that which virtually performs the 
office of money, and constituting the medium of exchange, whatever it 
may be—necessarily pertains to government; that it is one of the neces- 
sary and indispensable prerogatives of government. 

Every bank, as banks are now constituted in this country, performs 
two distinct offices or functions. First, it discounts bills or notes. 

This is merely the lending of money, and may be performed by cor- 
porations, by individuals, or by banks without circulation, acting as 
banks of discount merely. In this country, our banks are all banks of 
circulation, issuing paper with an express view to circulation. When 
such a bank discounts notes, it pays the amount of discount in its own 
bills, and thereby adds so much to the actual amount of circulation, 
every such operation being, by so much, an increase of the circulating 
medium of the country. Hence it is true, that, in the absence of all 
government control and supervision, the wisdom and discretion regula- 
ting the amount of money afloat at any time in the community are but 
the aggregate of the wisdom and discretion of all the banks collectively 
considered ; each individual bank acting from the promptings of its own 
interest, without concert with others, and not from any sense of public 
duty. In my judgment, such a regulator, or such a mode of regulating 
the currency, and of directing what shall be the amount of money at any 
time existing in the community, is unsafe and untrustworthy, and is one 
to which we never can look to guard us against those excessive expan- 
sions and contractions which have produced such injurious consequences. 
Hence arises my view of the duty of government to take the care and 
control of the issues of these local institutions, and thereby to guard the 
community against the evils of our excessive circulation. 

What we need, and what we must have, is some currency which shall 
be equally acceptable in the Gulf of Mexico, in the valley of the Missis- 
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sippi, on the Canada frontier, on the Atlantic Ocean, and in every town, 
village and hamlet of our extended land. The question is how to get this. 

Now, it seems to me that this question is to be answered by a plain 
reference to the condition of the country, to the form of its government, 
and to the objects for which the general government was constituted. 
Why is it that no State bank paper, however secure, under institutions 
however respectable, in cities however wealthy, and with a capital how- 
ever ample, has ever succeeded, but has uniformly failed to give a national 
character to currency ? 

If you take a note of one of the best banks in the city of New-York, 
rich as this city is, and place upon it forty endorsements of the most 
substantial mercantile houses, and then carry that note to the frontier, 
and read it to the people there, such is the nature of man, and such is his 
habit of looking to the nation for that medium which is to circulate 
through the nation, that you cannot get that New-York note, with all its 
endorsements, to circulate there as national money. 

Can I give a stronger proof of this assertion than is found in a fact 
which you all know? 

Your city banks pay specie; the banks of Philadelphia do not pay 
specie, and their paper is consequently at a discount here of three, and I 
believe of five, per cent. But how is it on the frontier ? 

I undertake to say, that you may go to Arkansas, or Missouri, with a 
note of the specie-paying banks of New-York, and with another of the 
non-specie paying Bank of the United States, and the latter shall be 
preferred. And why? Because it is in the name of its national prede- 
cessor. There is an odor of nationality which hangs around it, and clings 
to it, and is long in being separated from it. 

Now, gentlemen, I do not at all mean to say that there is only one 
mode, or two modes, of accomplishing this great national object. I do 
not say that a National Bank is the only means to effect it; but, in my 
judgment, it is indisputably true that the currency should, in some de- 
gree, or in some portion of it, be nationalized in its character. 

This is indispensable to the great ends of circulation and business in 
these United States. 


Extract from a Speech delivered by Dantei Wenster, at Madison, In- 
diana, 1st June, 1837. 


During the forty years that the National Bank existed, under the two 
charters, we had no general suspension of specie payments as at present. 

State currency has produced all this distress. It has caused such 
powerful invasions of bank paper, like sudden and succeeding flights of 
birds of prey and passage, and the rapid disappearance of specie at its 
approach. 


Extract from a Speech delivered by Dante. Wenster, in Faneuil Hall, 
on 24th July, 1838. 


I maintain that Congress is bound to take care, by some proper means, 
to secure a good currency for the people; and that, while this duty re- 
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mains unperformed, one great object of the Constitution is not attained. 
If we are to have as many different currencies as there are States, and 
these currencies are to be liable to perpetual fluctuations, it would be 
folly to say that we had reached that security and uniformity, in com- 
mercial regulations, which we know it was the purpose of the Constitu- 
tion to establish. 


LONDON JOINT-STOCK BANKS. 


Par. Offered. Asked. 
Agra and United Service, (Limited,)... 50 ia 85 P 87 
Alliance Bank of Lond. & Liv., (Limit.,) 7 6} pm. 
Australasia, all ae as "1 
Bank of Egypt, me a 24 
Bank of London, us 86 
British North America, sii ia ° + 
Chartered Bank of British Columbia,... 10 aa Pe + dis, 
Chartered Bank of Ind., Aust. & China, all aa ne 20} 
Chart’d Merc. of India, Lond. & China,, all nA aa 35 
City, 50 os ee 91 
25 os $< 42 
Commercial Bank of Canada, all ‘ ie ae 
English, Scottish and Austln. Chartered, a ats 19 
Imperial Bank, (Limited, ) ie 3 par 
London and Brazilian Bank, ais Pp oa + pm. 
London Chartered Bank of Australia,.. ry om 27} 
London and County, os 87 
London Joint Stock, ai oa 344 
London and South African, as i 4 
London and Westminster, om aa q8 
Metropolitan & Provincial Bank, Lim.,. ae is. par. 
National Provincial of England, 
do. New, 
National Bank, 
New South Wales Bank, 
Oriental Bank Corporation, 
Ottoman Bank, 
do. 
Provincial of Ireland, 
do. 
Union Bank of Australia, 
Union Bank of Ireland, (Limited,)..... 
Union Bank of London,.......... aces 


Tue Currency.—Mr. ALExanvER B. Jonnson, of Utica, formerly President of the 
Ontario Bank, Utica, New-York, has published a pamphlet of thirty-two pages, 
octavo, entitled “The Advanced Value of Gold, Suspended Specie Payments, Legal 
Tender Notes, Taxation and National Debt, investigated impartially,” the introduction 
to which forms the early portion of this number. Copies may be had, gratis, of the 
author at Utica, New-York, or on application to the publisher of the Bankers’ Maca- 
ZINE, 63 William-street, New-York. Copies will be mailed to order on receipt of 
six cents in postage stamps, 





Suspension and Starvation. 


THE HISTORY 


oF 


THE BANK OF ENGLAND, 


From THE NEw CuarTer (1844) to THE YEAR 1861. 


CHAPTER I. 


GENERAL REMARKS—SIR ROBERT PEEL—DEPRESSION OF ENGLISH TRADE, 1841-1843— 
THE IMPORTANCE OF THE UNITED STATES AS A MARKET ADMITTED BY ENGLISH STATES- 
MEN—SIR ROBERT PEEL'S SPEECH—LORD JOHN RUSSELL IN OPPOSITION—SIR ARCHIBALD 
ALISON'S VIEWS—LORD PALMERSTON. 


Tue sixteen years which followed the last charter of the bank have 
been pregnant with important events of a financial character; the most 
important, perhaps, during the whole history of the institution. The 
bank has twice, during this short period, been on the brink of suspension, 
and was relieved only by the interference of government. The second 
instance occurred after new gold, to the extent of one hundred millions 
sterling, or more, had been poured into Western Europe from California 
and Australia. The Bank of France had, during the same period, sus- 
pended specie payment. Two financial revulsions have occurred in the 
United States, when, with few exceptions, the banks of the whole country 
suspended specie payments. The production of gold and silver through- 
out the world, which, up to 1844, was annually about six or eight millions 
sterling, has recently advanced from twenty-five to thirty millions sterling 
per annum, thus stimulating industry and production largely throughout 
Europe and America. Sir Rosert Peet, the author of the new charter 
of the bank, has left the world’s stage, after witnessing the failure of the 
charter to fully accomplish the end promised; Europe and America, Asia 
and Europe, have been knit together by a wire cord, and capital is now 
subscribed to 

“Put a girdle round about the earth,” 


whereby London may speak to San Francisco (the prospective commercial 

centre of the world) in less than “forty minutes.” During the same 

short space of sixteen years the suspended States of this Union (five at 
32 
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least) have resumed payment of their obligations; two violent wars, with 
sundry revolutions, have occurred in Europe; the ancient city of the 
Cortez has been conquered by the “hordes of the North,” and magnani- 
mously given up by the captors to the possession of their weaker®enemy, 
and millions were paid to the latter for portions of their territory; the 
northwest passage of the American continent has been discovered; stear 
has avcomplished wonders between Europe and America, and betwees 
Europe and their distant colonies of Asia, Africa and Australia; Ireland 
has been on the verge of starvation,* when 600,000 of her people died 
from hunger alone, and its effects, and her population was reduced two 
millions by emigration and privation; England’s minister has been ex- 
wees from the capital of the United States; speculation has been rife in 
urope and America, and its inevitable effects, revulsion and bankruptcy, 
have followed in its train; the railway and the telegraph have brought 
remote regions together; China, with her four hundred millions of peo- 
ple 4 been conquered by the united forces of the English and the 
rench. 

The Bank of England, instead of pursuing one even course, with a view 
to permanent commercial interests, has unfortunately, and, we fear, from 
selfish and individual views, fostered speculation by reducing her rate of 
discount to 2 per cent., and soon after, but too late, discovered the error, 
and forced her borrowers to pay from 6 to 10 per cent. 

We propose to give the leading events of each year, from 1844 to 
1861, referring the reader to authorities where more copious information 
can be gained by those who wish to study the invariable connection be- 
tween commerce and money. 

The bank shares in the depressed period of 1847-8 fell to 180, after 
having reached, in the flattering times of 1844-5, 215 per share, or 115 
per cent. advance. Consols, at the same depressed period, fell to 783, 
when starvation stared Ireland in its face, and the bank simultancously 
sought protection from the Cabinet. 

1844—1846.—It may be well to add to Mr. Francis’ history some 
materials relating to the charter of 1844, and the leading part taken by 
Sir Rosert Peet previous to and in that act. Of this distinguished 
statesman, Auisonf says: 

The truth appears to be, that he was throughout, and in all his changes, 
actuated by a sincere and disinterested desire for the good of his country ; 
but that one unhappy mistake, into which he had been led, in the outset of 
his career, by his adoption of the views of others, rendered him, on the most 
momentous occasions, either blind to what that good really was, or timorous 
in asserting his own views regarding it. Without the advantages of 
ancient descent or aristocratic connections, and the son of one who had 
been the architect of his own fortune, he was naturally inclined to regard 
with favor that mercantile interest to which his greatness had been owing. 


* “The scenes exhibited far exceeded in horror any thing yet recorded in European 
history.”—(Auisoy.) America, in her own fullness, sent succor to famished Ireland, 
in 1847, and when her own day of travail came near, England volunteered no helping 
hand to her kindred. 

+ Autson’s Zurope, vol. 8, pp..4—6, published by Hanrer & Beoruenrs, N. Y. 
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It would be going too far to assert, as Grpnon did of Mr. Fox, that “ his in- 
most soul was tinged with democracy ;” forno man was inspired from prin- 
ciple with a more profound respect for the civil institutions of his country. 
But this was the conviction of reason; it was not the bent of inclination. 
It is certain that from early youth he was inclined to liberal opinions, 
and that it was a knowledge of that which induced his father, who was 
a stanch Tory of the old school, to throw him so early into public life, in 
hopes that, when in harness, he would wax warm in the contest on his 
own side, This tendency, unavoidable in one situated as he was, was 
unfortunately greatly increased by his early connection with the rising 
school of the political economists, whose opinions on the all-important 
matter of monetary policy had been recorded in the memorable Bullion 
Report of 1810. The leaders of this school, Mr. Horner and Mr. Ricarpo, 
obtained on these subjects the entire direction of his mind; and it is to 
their influence that the parts of his career, which otherwise would seem 
inexplicable, are chiefly to be ascribed. For good or for evil, they stamped 
their impress upon his mind; and his subsequent career bore indelible 
marks of their influence. 

His views on the Currency.—He had been nominated chairman of the 
Bullion Committee of 1819 by Lord Liverpoot, to form a check upon 
the extreme views of Mr. Ricarpo and the economists; but he soon was 
either convinced by their arguments, or fell a prey to their seductions. 
He disdained lucre for himself or his relations, but he worshiped it with 
devout devotion to his country. He thought the country never could be 
in danger when its monetary state was sound, and that that depended 
entirely on the retention of gold by the Bank of England. He measured 
the public strength by the number of sovereigns in its vaults; private in- 
fluence, in a great degree, by the magnitude of balances with bankers. 
In gold he saw the only solid and imperishable condensation of wealth ; 
in realized capital the only secure foundation for future progress or accu 
mulation. He never could believe that the nation was other than pros- 
perous if the bank had fifteen millions’ worth of gold in its coffers. He 
deemed every attempt to create or augment wealth hazardous and delusive, 
which was not based upon the interest of its moneyed capital; every 
measure expedient, which went to augment the solid metallic treasures of 
the nation. To that unhappy conviction the most fatal errors of his 
career may be distinctly traced. He lived in the perpetual dread of the 
nation being broken down, and public ruin induced, either by the draining 
away the gold, which would starve industry, or by the issue of assignats to 
supply their place, which would extinguish capital. The memory of 1825, 
when the bullion in the bank was reduced to a million, and public bank- 
reptcy was avoided only by the issue of two millions of old notes; of 
the dreary years from 1838 to 1842, when suffering met him on every 
side, and the memory of which, he himself said, “ would never be erased 
from his mind,” were perpetually present to his recollection. The cry 
“To stop the Duke, go for gold,” continually resounded in his ears. 

When once this key to his political conduct is seized, it affords a satis- 
factory explanation of his whole political career. He was truly and sin- 
cerely patriotic, and actuated on every occasion by nothing but a regard 
for what he deemed the public good ; but he, nevertheless, acted on many 
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in direct opposition to it, from the unhappy delusion under which he 
labored in regard to guarding the treasures of the Bank of England. He 
was courageous, both personally and politically, for himself, but timorous 
for his country. It is no wonder he was so; for he had placed it on an 
unstable equilibrium, and any considerable concussion might overturn at 
once the whole fabric. His practical sagacity led him clearly to see that 
any serious internal convulsion, and even the most inconsiderable foreign 
war, would lead to such a run on the bank as would, in all probability, 
prove fatal to that establishment, and with it entirely unhinge the public 
credit, and render destitute millions of starving workmen. It was to 
avert this catastrophe that all his measures were directed. For this it 
was that he emancipated the Catholics, in 1829, to postpone rebellion in 
Ireland ; and surrendered Maine, by the Asusurron capitulation, in 1842, 
to avoid a rupture with America; and abandoned the corn laws, in 1846, 
to render England the great emporium of corn throughout the world, and 
thereby prevent the drain which so nearly proved fatal to the bank in 
1839. His monetary bill of 1844 was intended to lay speculation in 
irons, and so prevent the drain upon the metallic treasures of the nation, 
which indulgence in it to excess never failed to occasion. That his ap- 
prehensions were well founded, the event has decisively proved ; the only 
thing to be wondered at, is that he did not perceive that the danger was 
entirely of his own creation, by having rendered public credit dependent 
on the retention of gold, and that the measures he intended to avert 
were the greatest possible aggravation of the evil. * = sf 


Owing to the falling off in the American orders for English goods, and 


other causes, from 1838 to 1843, power-loom weavers and combers, who 
ten years before had been making 18s. a week, could now only make 6s., 
and that by the most exhausting and incessant toil. Colliers and iron 
miners, who four years before had earned 5s. a day, were now at 2s. 6d., 
while wheat was nearly doubled in price; and weavers by the hand-loom 
could with difficulty make 3d.aday. A hopeless paralysis seemed to 
have fallen upon the enterprise and activity of the country; the depres- 
sion was universal and extreme, and continued without abatement during 
the whole of 1842 and the first half of 1843. The winters of 1841-2 and 
1842-3 were the most melancholy ever known in English history; and 
the only comforting feature in the case was the noble patience and resig- 
nation with which their sufferings were borne by the poor. Yet such 
was their intensity, that the only surprising thing is how a great propor- 
tion of them contrived to prolong existence at all during such a terrible 
and protracted period of suffering. The distress was so universal that it 
had ceased to be matter of dispute; the deplorable fact was felt and 
lamented in silence. The national income sunk £1,200,000 from 1841 
to 1842; while the current expenses were simultaneously increased by a 
similar amount, leaving a deficiency of £2,500,000, which had to be 
made up by loan. The exports and imports of the nation exhibited a 
similar and still more alarming change: the former had sunk from 
£53,000,000, in 1839, to £47,000,000, in 1842; the latter increased 
from £62,000,000, in 1839, to £70,000,000, in 1843; the large balance, 
of course, having to be paid in gold or silver, to the entire destruction, 
under the existing monetary system, of all credit and commercial industry 
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in the country. It was easy to see to what this large and increasing 
balance of imports over exports was owing. It arose from the great im- 
portation of grain during these years, in consequence of the continued 
unfavorable harvests and high prices, which had swelled from nothing at 
all in 1835 and 1836, to 3,000,000 quarters in 1842. This great im- 
port of grain cost the nation, almost all in gold and silver—wheat being, 
on an average, at 64s.—no less than £10,000,000 sterling in one year. 
This state of things was sufficiently calamitous in itself; but when its 
effect _ the currency, and, through it, on the whole credit and indus- 
try of the country, is taken into view, the effect became beyond measure 
disastrous. The gold and silver held by the Bank of England, which in 
1838 had been above £10,000,000, had sunk, on 15th October, 1839, to 
£2,545,000, and even in February, 1842, had only risen to £5,600,000; 
as a necessary consequence of which, the notes of the bank in circulation, 
which in 1818 had been £27,771,000, with a population little more than 
half, and transactions not a third of the present, and in 1835 and 1836 
had been £19,147,000 and £18,154,000, respectively, had sunk, at the 
first period, to £16,732,000, and at the second to £17,500,000. Who- 
ever will consider these figures with attention will at once perceive what 
was the cause of the universal distress, and how, under the existing mone- 
tary system, five bad seasons in succession had come to tell with decisive 
and ruinous effect upon the whole commercial and manufacturing inter- 
ests of the country. Nor will it appear surprising that, in England and 
Wales alone, the paupers had risen in the latter year to 1,427,000, of 
whom 85,000 were able-bodied, being about one-eleventh of the entire 
population. * 

Even at that period English statesmen and merchants had avowed the 
dependence of England upon the American market. Lord Joun Russew 
and Lord Patmerstonf said in Parliament, in 1842: “We are not, we 
cannot be, independent of foreign nations, any more than they can of us. 
It is admitted that, for the last four years, 2,300,000 quarters of foreign 
corn have been imported; that is to say, two millions of our people have 
been dependent on foreign countries for their daily food. A¢ least five 
millions of our people are dependent on the supplies of cotton from Ameri- 
ca, of foreign wool, or foreign silk. Independence of other countries, there- 
fore, is a chimera which it ts in vain for a great commercial nation to pur- 
sue ; and even were it reached, it would be attended with no visible benefit. 
It is impossible that the time should ever arise when you might not find 
some part of the world from which you might derive your supplies. The 
true independence of a great commercial nation is to be found, not in 
raising all the produce it requires within its own bounds, but in attaining 
such a pre-eminence in commerce that the time can never arise when 
other nations will not be compelled, for their own sakes, to minister to 
its wants. The duties proposed to be levied by the new scale are in the 
highest degree prohibitory. 20s. are to be levied on wheat when the 
price is 51s, Now, it appears from the consular returns, that the usual 


_ * Autson’s Europe, vol. viii. Tooxe’s History of Prices, vols. ii. p. 386; iii. 78; 
iv. 473, 439. Ponrrer’s Progress of the Nation, pp. 94, 146, 356, 475. 
+ Auisoy’s Hurope, vol. viii. pp. 12-14. 





502 History of the Bank of England. 


price of wheat free on board at Dantzic is 40s., to which, if 10s. 6d. be 
added for the price of the transit, we have 50s. 6d. as the price at which 
Dantzic wheat can be sold in this country. If to this you add 20s. duty, 
you raise the price of imported wheat at once to 70s., a price at which it 
never can be imported with profit, unless prices have reached famine 
levels. Indeed, the new scale will exclude all importation till prices are 
above 61s.; and when it does begin, owing to.the prices having risen, 
and the harbors being practically opened, the result will be, a great im- 
port of foreign grain, a great consequent drain on the bank for gold to 
pay for it, an immediate contraction of issues, and wide-spread commer- 
cial distress. Many millions must be paid, and you have no means of 
doing so by sending out goods, because you have no regular trade. 
There is nothing of such importance to this country as to extend its com- 
mercial relations with the United States of America, There are to be 
found nations rapidly increasing in population and resources, which could 
furnish. you to any extent with the means of subsistence, and take in re- 
turn any conceivable amount of your manufactures. Around the great 
inland seas, formed in its progress to the ocean by the St. Lawrence, is a 
cluster of five nations arising, extending from the lakes, on the north, to 
the Ohio on the south. The territory they inhabit is twice as large as 
France, and six times as large as England. It contains 180,000,000 of 
acres, a large portion of which is of surpassing fertility. The population 
of this cluster of States already exceeds 300,000; if the same rate of pro- 
gress shall be maintained for the next twelve years, it will contain 
12,000,000. Yet are they at such a distance from this country that they 
can never be formidable competitors to our farmers; for even without a 
duty, wheat can never be sent from thence to Britain for less than 43s. to 
47s, They would be glad to receive your manufactures in exchange for 
the food which they send you; but how can they do so if you refuse to 
receive their grain, or do what is the same thing, load it with such duties 
as make it not worth their while to send it? Were it otherwise—were a 
free commercial intercourse established with them, there is no saying how 
long you might continue to furnish them with manufactured goods, or how 
extensive and lucrative might be the commerce you might carry on with 
them. However rising may be the manufactures of the United States, 
there is not enough of that species of industry, and probably there will not 
be for a very long time, to furnish with clothes and other articles of rude 
comfort this great population.”* 

In this stage of the country Sir Rosert Pert brought forward his 
speech on the finances, and said : 

“ What, then, is to be done in this emergency, when remedies of no 
ordinary kind must be resorted to, if power is to be maintained or bank- 
ruptcy avoided? Indirect taxation has reached its limits, and can no 
longer be relied on. Last year the addition of five per cent. on the cus- 


* These eminent statesmen mistook the powers of the United States as a manv- 
facturing country; while more recent events have more strongly demonstrated 
the dependence of Great Britain upon the United States both for a supply of cotton, 
with which to keep England’s operatives employed, and as the most important 
foreign market for England’s goods. 
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toms and excise, instead of producing £5 per cent., as was expected, 
produced only 10s.; while the per centage of ten per cent. on the 
assessed taxes produced considerably more than was expected. Are we, 
then, to go back to the old taxes? Shall we restore the postage duties ? 
At present, the new packet service being added, the post-office produces no 
revenue at all, but is rather a charge; but the penny postage has not 
been long enough in operation to justify us in proposing an alteration 
upon it. Are the taxes to be restored upon wool, salt and leather? 
That would be adding to the burdens of the already suffering portion of 
the community, to tho relief of that which is in affluence; and in addi- 
tion, many new contracts have been entered into upon the faith of their 
abolition, and salt, in particular, has been applied to many new purposes. 
A nation’s revenue may sometimes be, in the end, increased by reduced 
taxation; but, in the first instance, it is always followed by a great dimi- 
nution, and avery long time is always required to restore the amount. 
This principle is illustrated by what has happened with respect to the re- 
duced duties on wine, tobacco, sugar, coffee, hemp, rum, and other arti- 
cles. A mere reduction of duties, therefore, will not present a resource 
to meet the present emergency; and my settled opinion, my deep con- 
viction is, that it has become necessary to make a great appeal to the 
holders of property. 

“My plan* is this: to levy an income tax not exceeding 7d. in the 
pound, or about three per cent., on all incomes above £150, including all 
funded property, whether in the hands of natives or foreigners. I esti- 
mate the incomes of lands in Great Britain at £39,400,000; houses, 
£25,000,000; mines, rail-roads, etc., £8,400,000; in all, £72,800,000. 
The total produce of this tax, excluding Ireland, I estimate at £3,771,000. 
As Ireland is to be withdrawn from the tax, I propose to add 1s. a gallon 
to the tax on spirits, the consumption of which is again increased, from 
the decline of the influence of the temperance pledge. From this source 
I expect £250,000 a year; and, from the equalization of the stamp-duty 
in that country with that in England, £160,000 more. Four shillings a 
ton is to be laid on exported coals, from which I expect £200,000; in all, 
£4,380,000, which will cause a considerable surplus after coyering the 
whole deficiency for the year, which I estimate at £2,500,000. And then 
the question remains, In what way can this surplus be best applied to im- 
pore the resources or lighten the industry of the nation? This surplus 

propose to apply in the reduction of the import duties in our commer- 
cial tariff.” 

Lord Jonn Russert and Lord Brovenam.—Against the tax it was 
urged by Lord Jonn Russext in the Commons, and Lord Brovenam in 
the Lords: “A direct tax on income ought never to be resorted to 
unless in some great emergency of public affairs—when an extraordinary 
expenditure has become necessary for a time, or in some pressure upon 


* “In Denmark the property-tax is on a graduated scale in proportion to the 
amount of the income enjoyed by the persons taxed, from whatever source derived, 
It may well be doubted whether this is not confiscation of the fortunes above the 
line where the heavier burden begins. But the curious thing is, that in the popular 
community, the injustice Lae ee = was on the middle class; in the despotic mon- 


archy, on the nobility and rich.”—Dovsiepay’s Life of Pext, ii, 347. 
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the finances of the country, which can be sustained by no other means. 
Such a tax ought on no account to form part of the ordinary revenue of 
the State, but should cease with the necessity which could alone justify 
its adoption ; inasmuch as, besides all the other objections to which it is 
liable, its inquisitorial character is such as must always render it odious, 
however trifling may be the amount abstracted. The facility with which 
it is collected offers a constant temptation to extravagance on the part of 
government, removes the most important check upon expenditure, and 
dispenses with the necessity of seeking for an equality between income 
and expenditure in economy.” 
Lord Joun RussEiu’s amendment was rejected, on the 13th April, by 
a majority of 308 to 202, and ‘on the 30th May the third reading was 
carried by a majority of 130. In the Lords, the bill passed by a majority 
of 71. Notwithstanding these large majorities in both houses, however, 
the change introduced great alarm into the country, especially the grazing 
districts, which were most threatened by the changes in the tariff. * * * 
Impartial consideration, now that their effect has been tested by experi- 
ence, must lead to the conclusion that these changes in the tariff intro- 
duced by Sir R. Peer were expedient, and required by the circumstances 
of society. ve - ” ° 
This leads to a very curious reflection. The financial situation of the 
nation had become so serious, and the deficit so alarming, that it had 
overturned one administration, and forced an entire change of commercial 
policy on another. The nation was steeped in misery, and indirect tax- 
ation had reached its limits: yet foreign affairs had become so threaten- 
ing that a great increase of the national armaments had become indispen- 
sable. The whole experience and talent of the legislature were taxed to 
the uttermost to discover a remedy for these manifold evils, and none 
could be thought of but recurring, in a period of profound European 
peace, to the grinding tax heretofore reserved as a last resource for the 
exigencies and dangers of war. Yet was the remedy easy, cheap, certain, 
injurious to no one, profitable to all. Nothing was required but to send 
a letter from the first lord of the treasury and the chancellor of the ex- 
chequer to. the governors of the Bank of England, authorizing the notes 
issued on securities to be raised from £14,000,000 to £21,000,000. In- 
stantly despondency would have been succeeded by hope, poverty by 
comfort, compulsory idleness by willing industry, financial embarrassment 
by an overflowing treasury. Nothing but to confess a gigantic error was 
wanting to repair boundless calamities, to restore happiness to a suffer- 
ing realm. But to have done so required, in some, the magnanimous 
confession of former mistakes; in others, a surrender of, to them, a most 
rofitable usurpation ; in all, a close attention to a subject of universal 
interest, and but very partial comprehension. The proof of this, how- 
ever, is now decisive. Sir Ropzrr Peet’s subsequent change, in 1844, 
without his designing it, induced such an extension of the currency as 
was required, though on the most perilous footing, and two years of pros- 
perity, followed by a frightful commercial crisis, ensued. Nature gave a 
asting extension on a solid foundation, by opening her reserves of gold 


in 1851, and unbroken prosperity has been the consequence.* 


* Axison’s Hurope, vol. viii. 
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Sir R. Pret’s Speech of 1844 on the Bank Bill.—“ By these means 
the circulation of the whole of England issuing on securities will be about 
£22,000,000, £9,000,000 being the proportion of the country banks to 
£14,000,000 of the Bank of England. The circulation of the country, 
however, is, and requires to be, £30,000,000, and it is the additional 
£8,000,000 that requires to be provided for. This portion of our cur- 
rency must be based on gold, for it is the portion required for foreign 
commerce, in which national securities are of no avail. The gold wanted 
for this portion of our commerce may be assumed to be at the utmost 
£8,000,000; for, before any thing like that quantity could have been 
drained out of the country, prices must have fallen so low as to have 
caused a large exportation of goods and return of gold. As the provision 
of this act is, that gold is always to be in store beyond the £22,000,000 
based on national securities, there can be no fluctuation in the amount of 
paper money otherwise than in proportion to the amount of gold brought 
for sale to the Bank of England; and as the bank is obliged to buy with 
its notes all the gold brought to it, the gold bought in will be surely re- 
placed by an equal amount of paper. When gold, on the other hand, is 
drawn out, the paper that comes in will be canceled—a necessity, as the 
bank has hitherto immediately re-issued the notes brought in, thus in- 
creasing the drain upon itself, at the very moment when a severe drain 
has set in of itself.”* 

Such were the views entertained by Sir R. Pret and the great major- 
ity in both houses of Parliament, which agreed with him on this all-im- 
portant subject, and such the arguments by which their views were sup- 
ported. So general was the concurrence in these views, that no one 
ventured to oppose them in either house on principle, and the second 
reading passed without a division. The only serious opposition which 
showed itself was to that portion of the bill which went to affect the in- 
terests of the country bankers, and the restrictions about to be imposed 
on their issues. Mr. Hawes was the exponent of their views, and he 
moved an amendment on the 13th June to the effect, “ That no sufficient 
evidence has been laid before this house to justify the proposed inter. 
ference with banks of issue in the management of their issues.” ‘“ The 
object,” said he, “ of the present bill is to make the paper circulation 
conform more closely to the gold circulation, which is declared to be 
prevented by the unlimited competition in the issue of paper. I deny 
that unlimited competition; for the convertibility of each note into gold 
at the will of the holder is a natural and sufficient check on an over-issue 
of paper. There is no foundation for the doctrine advanced by the bul- 
lion committee, that the difference between the mint and the market 
price of gold is the measure of the depreciation of the currency. That 
difference is entirely owing to the political causes which create a greater 
demand for gold, and therefore render it more valuable in one part of 
the world than another. It is a mere gratuitous assumption, wholly un- 
supported either by reason or evidence, to say that the difference is 
owing to over-issues. As little is the rise of prices during the war to be 
ascribed to that cause. On the contrary, England was in many articles, 


* Parl. Ded, lxxiv. 720, 755, 1346; Ixxvi. 1061; Ann, Reg, 1844, 191, 196. 
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especially sugar and colonial produce, the cheapest country in the world 
at the very time when the market price of gold was 25 per cent. above 
the mint price.* 

“The effect of the government plan will be to substitute small bills of 
exchange for promissory notes, thus establishing a currency more easy of 
issue and more dangerous than that which now exists, while any com- 
mercial crisis pressing upon securities will compel the bank to draw in 
its notes by whatever means and at whatever ruin to private credit, and 
thus lead to commercial difficulties unprecedented even in 1825 and 
1839. A drain of bullion like that produced by the bad harvests of 1838 
and 1839 might close the banking department of the bank, and lead to 
such distress as would force on the repeal of the corn-laws. If all restric- 
tions were removed on the issue of paper save the one important one of 
its being convertible into gold, no banker could commit an over-issue, for 
it would come back upon him instantly if it exceeded the wants of the 
country. The notes in circulation now are little more than half of what 
they were some years ago, and no proof whatever has been adduced to 
justify the —— restrictions, It is the most palpable injustice to lay 
the whole blame of over-issue on the private bankers, and restrict them 


in future to their present amount of issue, without saying any thing of 
the Bank of England, with whom the system of over-issue always 
began.” 

Upon this debate, which went only to a subordinate part of the bill, 
and left untouched its leading principles, the majority for the government 
was 155, the numbers being 185 to 30. A few small alterations in de- 
tail were afterwards adopted, but an attempt on the part of Mr. Munvz, 


the member for Birmingham, to throw it out on the third reading, was 
defeated by a still larger majority, the numbers then being 205 to 18. 
In the House of Lords the bill excited very little discussion, and passed 
on 12th July without a division; so little was its paramount importance 
to all classes of the community understood in either house, save by its 
immediate authors and promoters. It received the royal assent on the 
19th of the same month. 

In announcing his measure regarding the currency, which extended 
only to England, Sir R. Pezxt declared his intention of introducing, in 
the next session of Parliament, a similar measure applicable to Scotland 
and Ireland. -Early in the session of 1845 he proceeded to redeem his 
pledge, and the country was at that period eminently prosperous; and as 
no bad effects had as yet been experienced, so far as present appearances 
went, from the bill of the preceding year relating to England, the bill 
cone with very little discussion and scarcely any opposition. Sir R. 

EEL boasted, and apparently with reason, in bringing it forward, that 
“thus far experience was in favor of that act; there had since been a pe- 
riod of extraordinary commercial activity and speculation, especially in 
manufactures and railways, and a great demand for capital; and the 
amount of gold and silver in the Bank of England was now £15,842,000.” 
In pursuance of the principle of the English act, it was proposed to with- 
draw all the present exclusive privileges enjoyed by the Bank of Ireland, 


* Parl, Deb. Ixxvi, 1061; Ann. Reg. 1844, 205, 206; Axison’s Europe. 
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and to oblige that bank, like all the other banks of issue in the country, 
to make weekly returns of the state of its business. In Ireland, equally 
as in Scotland, the power at present enjoyed by the banks issuing notes 
was to be continued to them even below £5; but the amount to be 
issued by them was in future to be limited, so far as issuing on securities 
went, to the average of their note circulation for thirteen lunar months 
since 27th April, 1844." Any excess of issue beyond these sums would 
require in both countries to be based on bullion. No bank established 
after the date of this act was to have the power of issuing notes; and 
Bank of England notes were declared not a legal tender in Scotland. 
The amount of notes which under this act might be issued on securities 
in Scotland would be £3,041,000, and in Ireland, £6,271,000 ; the whole 
circulation beyond which was to be based on bullion. Thus was Sir R. 
Pert’s banking system finally established with almost universal concur- 
rence in both islands, and the amount of circulation in the two, taken to- 
gether, that might be issued on securities, was fixed at somewhat above 
£31,000,000, being little more than a half of what it had been at the 
close of the war.* 

It is difficult to say, whether what was said or what was left unsaid in 
these all-important debates on the currency, which ended in the entire 
establishment of Sir R. Pzxx’s system, is the more calculated to awaken 
surprise and suggest reflection. The avowed object of the system was to 
check undue extension of the circulation, in periods of speculation and 
excitement, by the over-issue of bankers, and to provide a solid basis for 
any extension of the currency beyond what was deemed reasonable, by 


compelling it to be based, whether issued by the Bank of England or 
private bankers, on bullion alone. To effect this object, it was deemed 
essential to compel the Bank of England to take all the gold which might 
be brought to it at a trifle below the mint price. 


* The notes now issuable on securities in the British empire were: 
Bank of England £ 14,000,000 
English country banks, 8,000,000 
Bank of Ireland, 2,706,000 
Trish country banks, 3,565,000 
Scotch banks, 8,041,000 


.. £31,312,000 


In 1815 the notes in circulation on securities were : 
MN Gn MGM... «5 caicnadaasasicenenie a assie renee sales esoeinaeeaas £ 27,261,000 
English country banks, 19,010,000 
Scotch and Irish banks (estimated, ) 12,500,000 


£58,771,000 
—Ann. Reg. 1845, p. 204; Aison’s Zurope. 
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CHAPTER II. 


FROM THE PASSING OF THE BANK CHARTER ACT IN 1844, TO THE FALL OF SIR ROBERT 
PEEL’S MINISTRY IN JUNE, 1846—vVIEWS OF SIR A, ALISON—RAILWAY MANIA OF 1845 
—RAILWAY FRAUDS—EFFECTS OF OVERTRADING—COMMERCIAL POLICY OF SIR ROBERT 
PEEL, 


Sm Rosert Peet frequently referred to the Bank Charter Act of 1844, 
and the adoption of free trade, as the main causes of the flood of pros- 
perity which overspread the country during the two succeeding years; 
and there can be no doubt that he was so far right that the immense 
increase in railway and other speculations which then took place, is in a 
great degree to be ascribed to the facilities for carrying them on which 
that act afforded. The bank, now laid in chains by government, had but 
one thing to do, and that was, to attend closely to the state of the 
exchanges and the stock of bullion in its coffers; to expand its issues when 
the former was favorable, the latter large; to contract them when the 
reverse took place. Circumstances, immediately after the passing of 
the act, were eminently favorable to the retention of bullion. The 
supplies from South America, in consequence of the cessation of the des- 
olating war of independence, had become much more abundant, and the 
drain, from the fineness of the harvests, had become very inconsiderable. 
The produce of gold in Russia had now become so considerable* as to 
exercise a sensible influence on the money market. Theimport of wheat 
in the years 1843, 1844 and 1845 was very small ; in the latter of these years 
it was only 313,000 quarters.t The consequence was, that the bank cof- 
fers were overflowing, and Sir R. Pex boasted, in the pride of his heart, 
as already mentioned in noticing the Scotch Banking Act in 1845, that 
it had bullion to the amount of £15,842,000. The necessary effect of 
this state of things, according to the existing law, was a very great issue 
of bank-notes by that establishment, which was obliged to give them for 
all the gold brought to its doors, and of course a corresponding increase 


*Propuce or Gotp i Russia, 
oe, EEE 


aticadaciawed ctesrsee See 
—Parl. Papers, Dec. 3, 1847; Tooxe’s History of Prices, v. 537. 


} Imports or Wueat into Great Berra. 


Years. Quarters. | Years. Quarters. 
BOER oc. ccccccovcccce ove SOOT SOR 1 2604... ccccccccccsccccssee EG81208 
rere ry re 982,287 | 1845,...... we cvcccccesecce 313,245 


—Porter’s Progress of the Nation, p. 140, 3d edit. 
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in the issue of all other banks, which are all entirely regulated by the 
proceedings of the Bank of England. During the last half of 1844 and 
the next two years the average bullion in the bank was from £15,000,000 
to £16,000,000, and the paper in circulation from £21,000,000 to 
£23,300,000. The entire circulation of the empire during these years 
was from £40,000,000 to £42,000,000, while the gold and silver was 
about £30,000,000. True to the principle of the Bank Charter Act, the 
bank directors no sooner perceived this favorable state of things than they 
lowered the rate of their discount from 4 to 24 per cent. ; and it did not 
exceed 34 per cent. till the beginning of 1847,* when the monetary crisis 
was commencing which terminated so fatally in the close of that year. 
It was impossible that so great a fall in the rate of discount, and so 
great an increase in the circulating medium, could take place without a 
corresponding rise of prices in every thing except food, which was kept 
down by the fine harvests; the state of things of all others most favorable 
tocommercial enterprise and speculation of every kind.f 

The first effect of this state of things, as auspicious in the outset as it 
was perilous in the end, was a vast increase in railway speculation, and 
the growth of what has been not inaptly called the Railway Mania. It 
was during the years 1844, 1845 and 1846 that this system received its 
full development, and it was then pushed to a degree of extravagance 
which would not be credited by future times if not attested by a host of 
contemporary witnesses, and evinced by lasting effects upon the face and 
fortunes of the country. Compared with the fever which then seized the 
public mind, and the magnitude of the speculations in consequence set on 
foot, the famous South Sea Bubble, and the corresponding fervor of England 
in 1824—’25 and 1836-37, sink into insignificance. The progressive rise in 
the price of thechief articles of commerce was suchas torender speculation 
of every kind for a considerable time a source of profit, and to diminish, 
to an extraordinary degree, the unfortunate ones which terminated in 
bankruptcy. The result of this, as usual, was, that people thought that 
the prosperity which had now set in would never cease; that the rise of 
prices, which had proved so profitable to many, would continue forever. 
It must be confessed, that for a considerable time appearances seemed to 
justify the anticipation. The few fortunate’ speculators, who set on foot 
some of the favorite lines, soon sold their shares at such prices as ina 
few days enabled them to realize large fortunes. The knowledge of this 
so increased the public anxiety to share in these profitable investments, 
that these shares rose every day higher, and scarcely any one who bought 





* Rates or DiscouNT CHARGED AT THE BANK, AND BuLLIoN rn CircuLATion. 


Rate of Bills under 
Years, Interest, Bullion. Discount. Paper Out. 
1844—Sep, 5, ee £15,210,000 .. £7,280,000 .. £21,210,000 
1845—Oct. 16, mr 14,190,000 .. 13,500,000 .. 23,380,000 
“ —Nov. 6, as 13,720,000 .. 13,620,000 .. 22,890,000 
1846—Aug.27, se 16,360,000 .. 11,840,000 .. 21,310,000 
—Tooke on Prices, v. 565. 


+ Autson’s Europe, vol. viii.; Tooke, v. 563, 565; Ann, Reg. 1845, 1, 3; Marr. ii. 
627, 629; Doustepay, ii. 387, 388. 
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had not an opportunity of selling in a few days to advantage. Such was 
the effect of this, that in a short time the nation seemed to have lost its 
senses, 

The effect of this universal mania appeared in a thousand different ways, 
The passion for gain, now thoroughly awakened, seized upon all classes, 
pervaded both sexes, swept away all understandings. The grave and the 
gay, the old and the young, the studious and the volatile, were alike in- 
volved in the vortex. The few who ventured to withstand the torrent, 
and to suggest that the currency and capital of the country were alike 
inadequate to bear the strain which would soon be brought upon them, 
were put aside as mere alarmists, whose opinions were entitled to no con- 
sideration. It was said the money never left the country, that it only 
circulated from hand to hand with more rapidity, and that there was 
enough and to spare. Every one concerned, however remotely, in the 
great work of forming the net-work of railways which was to overspread 
the country, was worked to death, so great was the universal anxiety to 
get the lines forward. Surveyors, with theodolites and chains, were inces- 
santly traveling the country in every direction; and when the proprietor 
refused his consent to their entry, it was stealthily obtained at night, or 
openly asserted in daylight by large bodies of men. Nothing could 
resist the universal mania. Park walls were to be perforated, shady dells 
penetrated, gardens pierced through, stately mansions leveled with the 
ground, villages ruined, streets effaced, to make way for these gigantic 
precursors of human improvement. As the season passed on, and the 
30th November, the last day for lodging plans with the Board of ‘Trade 
approached, the pressure and excitement became unparalleled. Litho- 
graphers by hundreds were brought over from Belgium and France to aid 
in making the plans; the engineers and their clerks sat up all night, and 
several of them in two years made large fortunes. On the evening of 
the closing day the doors of the Board of Trade were besieged by a 
clamorous crowd contending for admission, as at the pit doors of the 
opera when a popular actress is to perform; above six hundred plans 
were thrust in before the doors closed at midnight on the 30th Novem- 
ber, 1845. The capital required for their construction was £270,950,000, 
and above £23,000,000 required to be deposited before the acts could be 
applied for ! 

It may easily be conceived that so prqdigious and universal a ferment 
in society did not take place without unhinging in a great degree the 
public mind, and bringing forward in the most dangerous way many of 
the worst qualities of human nature. The same effects on all classes 
which had been observed in France during the Mississippi Bubble, reap- 
peared in Great Britain, but on a much greater scale, and pervading more 
universally all gradations of society. The passion for gain, deemed by 
all to be within their reach, seized upon all classes. Not a doubt was 
entertained, save by the thinking few, who were derided as alarmists and 
croakers, of the possibility, nay certainty, of reaching the goal. All 
classes joined in it; country clergymen and curates hastened to invest the 
savings of their scanty incomes in the golden investments; traders and 
shop-keepers in towns almost universally expended their all in similar 
undertakings; servants, both in affluent and humble families, were to be 
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seen on all sides crowding to the agents’ offices in the nearest towns, to 
throw their little savings into the crucible from whence a golden image 
was expected to start forth. It was painful to behold the extent of the 
delusion, mournful to contemplate its certain consequences. No class, not 
even the very highest, was exempt from it. Ladies of rank and fashion 
hastened from their splendid West End mansions into the city to besiege 
the doors of the fortunate speculators, whose abodes were deemed a cer- 
tain entrance to fabled wealth ; the palaces of the exclusives were thrown 
open to vulgar manners and grotesque habits to facilitate an entrance into 
these magician’s dens. 

Its immediate benefits to some classes.—Doubtless some classes gained, 
and that enormously, by this universal insanity. The legislatorial attorneys, 
the engineers in chief employment, and the surveyors, rapidly made for- 
tunes. It must be confessed they gave the public something very tempt- 
ing in appearance, at least, for their money. There was not a line pro- 
om that was not supported by the opinion of professional men of the 

ighest character, to the effect that at least ten per cent., probably much 
more, would be the certain returns to the fortunate shareholders. | Expe- 
rience ere long proved that by doubling the estimated costs, and halving 
the estimated profits, a much nearer approximation to the truth would be 
obtained. Under the influence of such powerful excitements it may be 
believed that, without imputing to any one deliberate and intentional 
falsehood, great exaggeration prevailed; most erroneous views were suc- 
cessfully palmed off upon the committees, and a vast amount of solid 
wealth was forever thrown away, to the utter ruin of great numbers of 
innocent persons. These truths were ere long too clearly demonstrated 
by the result. It was computed that no less than £16,000,000 was ex- 
pended in surveys, legislation, or litigation connected with the bills got up 
during the railway mania before they got through Parliament; of the 
£300,000,000,* in round numbers, which the lines were computed to cost, 
nearly a third has never paid any thing in the shape of dividend, and on 
the remaining two-thirds the net receipts, after deducting the working 
expenses, would not, on an average, exceed three per rt 

Great effect of these speculations in the country.—It would be well if 
the historian had only to record the immediate losses which arose to the 
parties concerned in them from these gigantic undertakings. But unfor- 
tunately the evil did not stop here; but, on the contrary, has impressed 
its mark in a lasting way on the national character and on the estimation 
in which the legislature is held. From the extravagant speculations and 


* The sums authorized to be expended by Acts of Parliament on railways in the 
United Kingdom were as follows in the undermentioned years: 


£3,861,285 | 1848, £ 14,620,471 
17,870,361 | 1849, 3,155,332 
60,824,088 neeesmerenennten 

162,126,224 In 7 years,.......++. £302,755,221 
40,397,395 


+ Autsoy’s Zurope, vol. viii. ; Porter, 3d edit., 324, 326; Marr, ii, 631; Dovstx- 
DAY, ii, 888, 389. 
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unbounded gains and losses of the years during which the mania lasted, 
may be dated a great change, and one materially for the worse, in the 
mercantile character of the country. The old English merchant, can- 
tious, upright, honorable, lavish in his charities, economical in his house- 
hold, liberal to others, saving upon himself, has disappeared. “ Namque 
avaritia fidem, probitatem ceterasque artis bonas subvertit; pro his su- 

erbiam, crudelitatem, deos negligere, omnia venalia habere edocuit, 

sec primo paullatim crescere, interdum vindicari. Post, ubi contagio 
quasi pestilentia invasit, civitas immutata.” In the joint-stock companies 
which succeeded the individual direction of the old English merchant, 
facilities to fraud were multiplied, inducements to probity taken away, 
Forgery and embezzlement hoped for evasion in the careless management 
of the many; honesty and integrity lost their appropriate reward by their 
fruits being shared by numbers, Every species of fraud—false balance- 
sheets, false dividends, cooked accounts—were perpetrated, in some cases 
with long-continued concealment and immense profits. When, at length, 
the perpetrators of the iniquity had in —_ escaped, aware of what 
was coming, they had in time disposed of their shares to the widow and 


the orphan, who, deceived by their representations, bore the penalty of 
their sins. The transferable nature of the shares in these public compa- 
nies added immensely to the facilities of fraud, for the shares could be 
disposed of before the fraud was discovered. Unfortunately, the legisla- 
ture itself did not, in the general whirl, escape, at least in general estima- 
tion, unscathed ; and the railway committees, pressed with business and 
distracted by opposite opinions from witnesses of equal respectability and 


skill, gave such various and contradictory decisions, that the public con- 
fidence in the wisdom and disinterestedness of their legislation was, for 
the time, at least, seriously impaired.* 

Another consequence, of a very curious and unexpected kind, arose 
from the rise and extraordinary extension of railway speculation in Great 
Britain at this time, and this was, the division on a vital question which 
it occasioned in the landed interest. The first step taken by every rail- 
way company, when any new line was to be set on foot, was to endeavor 
to conciliate the landed proprietors through whose estates it was to pass, 
and this they did by offering them shares of the new undertaking, and 
ample sums in name of damages for the ground taken. If neither bait 
took, and a squire proved obdurate, he generally got such ample damages 
from the juries, who deemed the railway funds inexhaustible, as entirely 
opened his eyes and altered his views as to the comparative merit of the 
railway and landed interest. In this way a most important object was 
gained, attended with decisive effects in the great contest which imme- 
diately after ensued. The landed interest, hitherto so united, was divided ; 
a considerable portion of it came to regard its interests as more identified 
with the railways—that is, the commercial interest, rather than with the 
fields—that is, the agricultural. It was the constant argument of the 
anti-corn-law league that the repeal of the laws protecting agriculture 
would immensely augment the internal traffic of the country, and that 
between the effects of large quantities of grain coming in, and still larger 


* Auison’s Zurope, vol. viii. 
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of minerals and manufactures going out, an unlimited amount of carriage 
on the railways might with confidence be anticipated. There can be no 
uestion that these views were, in fact, at least well founded; and being 
presented to a generation heated by the railway mania, and the very per- 
sons most likely, in the first instance, to profit by it, they proved, with 
many landed proprietors, extremely serviceable. Their interests as claim- 
ants on railways or owners of their shares overbalanced their interests as 
proprietors of the soil. Thus, as the very time when the universal dis- 
tress arising from five bad seasons in succession had engendered a power- 
ful league, which was making unheard-of efforts to abolish every remnant 
of protection to agriculture, an element to seduction was thrown among 
its defenders, which caused many of them, at the decisive moment, to 
disappear from the ranks in which they had hitherto been found. * 

Good effects of the railway mania on the laboring classes.—The imme- 
diate effect of the vast expenditure of capital upon domestic undertakings, 
which the railway mania occasioned, was immense. The demand for 
laborers was such, that even the multitudes of workmen who came over 
from the neighboring island, to the number, at one time, of nearly a mil- 
lion, were unable to satisfy it. Wages of all kinds rose to nearly double 
their former amount. Common day-laborers, instead of eighteen pence, 
were getting half a crown and three shillings a day; colliers and iron- 
miners six or seven shillings, instead of three shillings and sixpence or 
four shillings.¢ The price of all the materials used in railways, especially 
iron, rose to an extravagant height; in December, 1846, it was at £12 a 
ton, more than double its former price. The immense sums circulated in 


wages augmented to a very great degree the consumption of butcher- 
meat, beer, tea, sugar and all articles of wearing apparel, which diffused 
prosperity through the dealers in these articles. The shuttle and the 
hammer rang merrily ; joy and gladness, for a brief space, pervaded the 
land. This state of gencral prosperity was attended, as is always the 
case, with one result, at which every friend of mankind must rejoice, a 
sensible diminution of crime. This is generally, it may be said always, 


* Attson’s Europe, vol. viii. 

+ The following figures, quoted by Sir R. Psst in his address to the electors of 
Tamworth, prove the great effect of the railway expenditure in ameliorating the 
condition and enlarging the consumption of the people: 


AnticLes ConsvMED. 1841, 1846, 
‘ichtvastecicas ee ae és 2,962,327 
| EE i. inte 28,420,980 .. 86,781,391 
Currants, .:...<.0. i iia shs aac calvin saiceo wal ewt. 190,071 .. 859,815 
__- ee amin 245,887 .. 466,961 
po, Raye ra PER een s. 2,750,790 .. 8,297,431 
RU ik waewes pW ecbraeseesee aacueserene ewt. 4,065,971 .. 5,231,845 
Molasses,....... 402,422 .. 582,665 
. 86,681,877 .. 46,728,208 
. 22,308,385 .. 27,001,908 
Brandy, » BOCs .. 1,515,954 
Geneva, ‘ 15,404 .. 40,211 
OME AON sg since. 6.0 04d Z 20,642,833 .. 28,122,581 
Malt charged with duty,...... eeorerr bush, 36,164,446 .. 41,979,000 


—Sir R. Pex to electors of Tamworth, July, 1847.—Pset’s Memoirs, ii. p. 104. 
33 
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the consequence of a state of prosperity and a general increase in the de. 
mand for labor. It arises in some degree, without doubt, from the les- 
sening of the number of those unhappy persons who are forced, by actual 
want and suffering, into the commission of crime. But in many more 
instances it is to be ascribed to the giving the working classes, generally 
speaking, full occupation ; a more effectual antidote against crime, in all 
ranks of society, than any other which human wisdom has ever yet de- 
vised.* 

Effects of the railway system on commerce and manufactures.—In one 
respect, the general adoption of the railway system in the British islands 
has proved a lasting benefit, especially to the commercial and manufac- 
turing classes. It has in a manner brought the different workshops of 
the empire together, and enabled each to obtain, in an incredibly short 
space of time, and at a comparatively trifling expense, what it requires 
from the other. Immense is the advantage thence accruing to all the 
branches of manufacture; so great, indeed, as to have lengthened the 
start, already sufficiently great, which Great Britain had acquired over 
other nations in these respects. To the agriculturists also, especially in 
distant localities, it has proved a very great benefit, by bringing them, in 
a manner, much nearer their principal markets, and enabling butcher- 
meat and dairy produce of every kind to be brought even from the most 
distant places to the metropolis and great towns; while the inhabitants 
there have been equally benefited, by the lessened price at which these 
articles can be purchased. In one respect, however, it has been attended 
by a consequence by no means equally satisfactory, and which has already 
come to exercise an important influence upon the political balance and 
future destinies of the state. It has enormously increased the inhabit- 
ants and wealth, and in a proportional degree augmented the political 
preponderance, of the great towns. The metropolis and the great com- 
mercial and manufacturing towns having become so easy of access, the 
concourse of the inhabitants of the country to the vast emporiums of 
industry, wealth and pleasure, has been increased to an unprecedented 
degree. The chief purchases, even by the inhabitants of the most distant 
counties, are now made in them. Their wealth and population, in conse- 
quence, are rapidly augmenting, while the small towns are declining, and 
in many of the rural districts the numbers of the people are rapidly 
diminishing. London is now adding 60,000 souls annually to its num- 
bers; Glasgow, Liverpool and Manchester, from 10,000 to 12,000 each; 
while from the agricultural districts of Ireland 2,000,000 human beings 
have emigrated during the last twelve years. This is a most serious con- 
sideration, for it augments the resemblance, in many respects so close, 
between the state and prospects of society in the British islands and 
that which characterized Italy and Greece in the declining days of the 
Roman empire. 

Beneficial effect of the railway system.—In one respect, the —- 
system has bequeathed a great and enduring benefit to the species, whic 
will survive the empire which gave it birth. It has brought to the inhab- 
itants of the towns the means of going to the country, and to the inhab- 


* Porter, 646, 658; Tooxs on Prices, 418. 
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itants of the country the means of going into the towns. “Railways,” 
says Miss Martineau, “were to run not only along the margin of the 
southern part of the island, and round the margin of the misty Scottish 
mountains, but through the vale in which Furness Abbey had hitherto 
stood shrouded, and among old cathedrals, of which the traveler might 
see half a dozen ina day. It was on Easter Monday, 1844, that excur- 
sion trips, with return tickets, were first heard of. Here began the bene- 
fits of cheap pleasure-trips to the hard workers of the nation. The pro- 
cess had begun from which incalculable blessings were to accrue to the 
mind, morals and manners of the people. From this time the exclusive 
class was to meet the humbler classes face to face. The peer and the 
manufacturer and the farmer were henceforth to meet and talk in the 
railway carriage, and have a chance of understanding each other. The 
proud were to part with some of their prejudice, and the ignorant with 
some of their ignorance; and other walls of partition than park inclosures 
were to be thrown down. The operative was to see new sights hitherto 
quite out of his reach—the ocean, the mountain, the lake, and old ruins, 
and new inventions; and the London artisan was, ere long, to live within 
sight of trees and green fields, and yet go to his work every day. As 
unwholesome streets in London were pulled down, hamlets were to arise 
at a little distance in the country, from which the humbler classes could 
go and return to their daily labor in the centre of the town. The diet of 
millions was to be improved, fish and foreign fruits being conveyed from 
the town into the country, and milk, butter and vegetables, fresh from 
the country, into the towns. Everybody’s wants were to become known 
by the general communication about to be established, and the supply 
was to reach the want and the wish. The change was vast, the prospect 
magnificent; but this change, like every other, had to pass, at its outset, 
through a wilderness of difficulties.” 

Bill passes reducing Railway Deposits to a half.—It can hardly be 
supposed that a statesman so experienced as Sir R. Peet was really de- 
ceived by the flattering and fallacious appearances which the effects of 
the railway mania at first exhibited, or that he imagined present pros- 
pects were to be perpetual. Certain it is, however, that he acted as if 
he believed this really was to be the case. Carried away by the tumult 
of activity and temporary prosperity which pervaded the country, he did 
every thing in his power, both as an individual and the head of the gov- 
ernment, to swell the mania in which it originated. By the existing 
rules of Parliament a tenth of the estimated expense of every railway was 
required to be deposited before the bill for promoting it was introduced. 
A committee was appointed to consider the subject in 1844, and it re- 
commended that the deposit-money should be reduced a half, or to a 
twentieth, which was immediately made the foundation of a bill, which 
obtained the sanction of Parliament in the same session. To this great 
concession in favor of speculation, the vast increase in it which so soon 
after took place, and the unbounded effects which thence arose, are in a 
a0 measure to be ascribed. The general fervor on the subject was ere 
ong still further inflamed by the imposing ceremony which took place at 
the commencement of the Trent Valley Railway, when Sir R. Pest in 
person, with a silver trowel, turned up the first sod, which was followed 
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by the most enthusiastic speeches on the unbounded prospects which 
these undertakings were to open to the country.* 

Iis vast Effect in stimulating these Undertakings.—To appreciate the 
immense effect this reduction in the sums required as deposits to be paid 
had in stimulating these extraordinary undertakings, it is only necessary 
to refer to the official account of the railways for which plans were de- 
posited in terms of the act of Parliament up to the 31st December, 
1845. The number of these lines for which plans were lodged was, in 
1844, 248; but in 1845 it had risen to the enormous amount of 815! 
The sums deposited on the lines in the first year were £6,432,155, and 
the estimated sums to complete the undertakings were £44,927,000. In 
the succeeding year, however, the capital required to be paid on deposits 
for new projects was £59,136,000; the sum of £60,927,000 had been 
already expended on the lines in the course of execution; and the liabil- 
ities connected with the’new projects, after deducting the deposits paid, 
amounted to the enormous and almost fabulous sum of £590,447,000! Itis 
difficult to say to what state the country would have been reduced if these 
wild speculations had all been carried into execution; and nothing can 
illustrate so strongly the extreme peril of the course on which govern- 
ment had now adventured, in first passing a bank charter act, which in 
effect compeiled the bank, and all other banks, to lower their discounts to 
three per cent., and then a railway act, which reduced the sums required 
to be paid in deposit on the projected lines from ten to five per cent.t 

Flourishing State of Trade and the Revenue-—Like many other rash 
and imprudent courses of conduct, however fraught with lasting and 
perilous consequences, the measures of government at this period were 
attended by immediate and flattering benefits. The path which led di- 
rectly over the abyss was in the outset strewed with flowers. The pros- 
perous condition of all the great interests in the country was unequivo- 
cally evinced in the returns of its trade, manufactures, shipping and 
revenue. The imports between 1842 and 1847 rose from £65,000,000 
to £90,000,000; and the exports from £47,000,000 to £58,000,000. The 
revenue, notwithstanding a reduction of taxation in these five years of 
about £6,000,000, which more than compensated the income-tax, had 
advanced from £48,500,000 to £51,500,000. The shipping in the same 
period rose from 4,600,000 tons to above 7,000,000 tons, indicating an 
increase of at least fifty per cent. in the bulk and weight of the exports 
and imports of the country.{ All this took place not only without any 

* Autson’s Europe, vol. viii.; Dovstepay, ii, 390; Parl. Ded, Ixxiii, 516, 519; 
Ann. Reg. 1845, 178, Marr. ii. 629. 

+ Auison’s Europe, vol. viii. ; Official Table, Ann. Reg. 1845, 178, Chron. 


t Exports, Iuports AnD Revenve or Great Britain, AND Surpprna AND Poor Rates or 
ENGLAND, FROM 1842 TO 1847, BOTH INCLUDED. 

Exports, Imports, Number of 

Declared Computed Shipping, Poor Rates, Paupers, 

Value. Value. Revente. Tons. England. England. 

£ 47,381,023 .. £ 65,204,729 .. £ 48,580,026 .. 4,627,446 ..£ «+ 1,427,187 

52,278,449 .. 70,008,358 .. 52,582,847 .. 4.977.266 .. 5,208,027 .. 1,539,490 

85,441,555 .. 063,754 .. 5,297,168 .. 976,093 .. 1,475,761 

85,281,958 .. 53,060,354 .. 6 031,587 .. 039, +» 1,470,970 

. 57,786,875 .. 75,953,875 .. 53,790,188 . 6.314.571 .. 4,954.204 .. 1,332,089 

1 58,842,377 .. 90,921,866 .. 51,546,265 .. 7,088,163 .. 5,2987,87 ,, 1,721.56 

—Porter’s Progress of the Nation, pp. 356, 399, 475, 94, 90. 
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increase, but with an extraordinary diminution in our imports of food, 
which, till the disastrous years of 1846 and 1847, which witnessed the Irish 
famine, had sunk to little more than 300,000 quarters of wheat a year! 
It must be confessed that this extraordinary flood of prosperity, enduring 
for five years immediately succeeding a corresponding period of unmiti- 
gated adversity which had preceded it, afforded a just subject of congrat- 
ulation to the prime minister, and seemed to warrant the confidence of 
the country in a statesman whose magic wand had so quickly converted 
desolation and ruin into riches and prosperity. 

Sir R. Peet’s favorable Financial Statement.—Sir R. Peri made an 
adroit use of the flood of prosperity which, from a temporary cause, was 
thus poured upon the country, to carry out, to a much greater extent than 
he had hitherto done, the new commercial policy with which he con- 
ceived the well-being of the country was indissolubly wound up. He 
was enabled to meet the Parliament of 1845 in the most triumphant 
manner. The wisdom of his policy seemed to be established, beyond 
the possibility of doubt, by the result. Instead of the woful tale of a 
deficit, which under the administration of his predecessors had so often 
sickened the heart of the nation, he was to come forward with the glad 
tidings of a large surplus. Supposing, he said, the property-tax to be 
continued, the revenue in the year ending 5th April, 1846, would amount 
to £53,700,000, and the expenditure would be only £49,000,000, even 
after taking into account an increase of £1,000,000 for the service of the 
navy, which he most wisely proposed. But as £600,000 of this surplus 
consisted of payments from China, which would only continue a year 
more, he would take the income at £53,100,000, leaving a surplus of 
£3,400,000 when the additional estimates for the navy were taken into 
consideration.* ; 

Continuance of the Income-Tax, and Repeal of more indirect Taxes.— 
“T now approach,” said Sir Rosert, “the most important question of all, 
which is, how we are to dispose of this surplus. I propose to do so by 
continuing the income-tax, and making a great reduction in the duties on 
consumption. I would not have proposed this if I had not felt the 
strongest persuasion that, by continuing the income-tax, it will be in the 
power of the House to make arrangements with respect to taxation which 
will be the foundation of great future commercial prosperity, and which 
will add materially to the comforts of those who are called upon to con- 
tribute to it. In considering the taxes on consumption which are to be 
reduced, the points to be taken into view are, the weight of the taxes 
which enter into the price of articles of general consumption, those which 
press most heavily on the raw materials which constitute the staple manu- 
factures of the country, the comparative expense incurred in their collec- 
tion, and which taxes, if removed, would give most scope to the commer- 
cial enterprise of the country. These are the objects which government 
have had in view in the selection of taxes for reduction, which I am about 
to propose. I do not propose to maintain any considerable surplus of in- 
come over expenditure ; but, in the conviction that the House will at all 
events maintain public credit, I shall propose a reduction of certain duties 


* Autson’s Europe, vol, viii.: Ann. Reg. 1845, 24; Parl. Deb. Ixxvii, 455, 497. 
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which are rather onerous than productive. First, to begin with sugar, I 
propose to lower the duty on brown muscovado from 25s. 3d. to 14s. 
On East India sugar of the same description the duty to be 18s. 8d., and 
on free-labor foreign sugar 23s, 3d. The effect of these changes will be, 
I think, to lower the price of sugar 14d. a pound, at a cost to the revenue 
of £1,300,000 a year. The export duty on coals I propose to take away 
altogether, at a cost of £120,000. On the raw materials employed in 
manufactures, 813 in number, I propose to remove altogether the duty 
on 430, which will get rid of avast number of troublesome accounts, and 
no small amount of expense ; and release altogether from duty the impor- 
tant raw materials of silk, hemp, flax, certain kinds of yarns, furniture 
woods, animal and vegetable manures, and a great variety of lesser arti- 
cles. The entire loss to the treasury from these reductions will be only 
£320,000, and the relief to the country immense. The duty on cotton 
wool is to be entirely taken off, at a loss of £680,000 to the exchequer, 
The duty on glass is from 200 to 300 per cent. on the cost of the manu- 
factured article—a burden which renders competition impossible with 
the manufacturers of France, Belgium and Bohemia. I propose to take 
this tax off altogether, which will occasion a loss to the revenue of 
£642,000. These reductions taken together amount to £3,338,000, be- 
ing within a trifle of the surplus of £3,409,000 with which the House lias 
to deal. In consideration of these reductions, and of the benefit they 
will confer upon the country, I propose the further continuance, for the 
limited period of three years, of the income tax.” 

Mr. Barine’s Objection to it—On the other hand, it was contended by 
Mr. Barine: “Sir R. Peet originally demanded the income tax for threo 
years as a means of temporarily restoring the revenue, upon the promise 
that the tax, when this had been effected, was to be removed; but what 
is the state of the finances now? On the face of his own estimate, the 
income in the ensuing year, if you deduct from it the income tax and the 
Chinese payments, is only £47,900,000, and the expenditure £49,700,000, 
leaving a deficiency in the revenue, as it stood before it was laid on, of 
£1,800,000. This is a circumstance well worthy of consideration. You 
imposed the income tax to close a deficiency and compensate a large re- 
duction of indirect taxation, and after a trial of three years in a period of 
profound and universal peace, and when the public revenues during all 
that time have been largely benefited by the Chinese payments, the in- 
come has not recovered itself, and but for that tax the nation would be 
still in an annual deficiency of nearly £2,000,000. Your boasted surplus 
is entirely made up of the income tax; and, markworthy circumstance, 
the effect of the large repeal of the indirect taxes made three years ago 
has not been, as was predicted, to restore the revenue in other quarters, 
but were it not for the direct income tax the exchequer would still be in 
a state of lamentable deficiency. Sir R. Pee. has calculated the surplus, 
even with the income tax kept on, at only £90,000; and that excess, 
small as it is, rests entirely upon the supposition of an increased con- 
sumption which was by no means sure of being realized. We are told 
that the selection of articles on which the tax is to be remitted has been 
made on the principle of being able to take off the entire income tax at 
the end of three more years; but in proceeding on that supposition, it is 
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much to be feared he is repeating again the too sanguine anticipations of 

‘Prosperity Rosinson,’ who took off taxes to the amount of three or 

four millions, expecting that in three years the revenue would, in conse- 
uence, increase five millions. 

“The facts by no means warrant these expectations. Nothing is so 
fallacious in principle, or has been so often disproved in practice, as the 
assertion, now so often repeated, that the only way to insure an increase 
of the revenue is to lower the duties. The contrary has been decisively 
established by experience; scarcely an instance is to be found in our an- 
nals of a considerable remission of taxation being followed by such an 
increase of consumption as compensated the loss to the revenue. In 
1816 the revenue was £71,900,000; taxes were taken off to the amount 
of £17,500,000; and in 1819 the revenue was only £52,155,000, show- 
ing a difference of £19,745,000; and proving that the other branches of 
the revenue, so far from having improved by this great reduction of taxes, 
had actually fallen off in the next three years by £2,000,000, even after 
deducting from the deficiency the whole amount of the taxes remitted. 
In the five years ending in 1826 the taxes remitted were £13,000,000, 
and the revenue was not restored by about £4,000,000. In the three 
years ending in 1829 the taxes taken off were £9,600,000; but even in 
1839 the revenue had not recovered the loss by £4,600,000. Between 
1815 and 1830 the taxes taken off were £33,000,000 ; and the loss to 
the revenue was £22,000,000. In the face of these facts, so uniform and 
so long continued, what ground is there for believing that the effect of 
the present remission of taxes will be different, or that increased con- 


sumption will now for the first time follow diminished duties? It is too 
evident that the expectation is entirely illusory; increased consumption 
will never compensate seriously diminished indirect taxation, and if the 
hous? agrees to remit the duties on consumption now proposed for reduc- 
tion, it is equivalent to consenting forever to what he has himself called 


‘the dire scourge of direct taxation.’ ”’* 


So entirely were the views of the chancellor of the exchequer in har- 
mony with the ideas of the great majority of the house, that the bill 
passed, with very little opposition, by a majority of 208, the numbers 
being 263 to 55. 

Sir R. Pget’s concluding Address.—“ In proposing the measures of 
commercial policy,” said Sir R. Peet, “ which have disentitled them to 
the confidence of those who have hitherto given them their support, gov- 
ernment had no other desire but to promote the good of the country. 
Our object was to avert dangers which we thought were imminent, and 
to avoid a conflict which we believed would place in hostile collision 
great and powerful classes in this country. The love of power was not 
their motive ; for I was well aware that, whether accompanied by failure 
or success, one event must necessarily occur, and that was the termina- 
tion of the existence of the government. I admit that the withdrawal of 
the confidence of many of our friends was the natural consequence of 
the measures we proposed ; and I do think, when measures of that kind 
are proposed, at variance with the course heretofore proposed by minis- 


* Parl. Deb. \xxvii, 551, 554; Ann. Reg. 1845, 88, 39, 
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ters, the natural consequence is an expulsion from office. I therefore do 
not complain of it; any thing is preferable to attempting to maintain 
ourselves in office without the confidence of this House. ere has been 
a combination which, together with the influence of government, has car- 
ried through these measures. But there is a name which ought to be 
associated with their success; but it is neither the name of the noble 
lord opposite (Lord J. RussE.t) nor is it mine. Sir, the name which 
ought to be, and which will be, associated with the success of those 
measures, is the name of a man who, acting, I believe, from pure disinter- 
ested motives, has advocated their cause with untiring energy, and by ap- 
peals to reason, enforced by an eloquence the more to be admired that it 
was unaffected and unadorned—the name that ought to be, and will be 
associated with them, is that of Richarp CospeEn. 

“T shall now close the address which it has been my duty to make, 
thanking the House sincerely for the favor with which they have listened 
to this, my last address, in my official capacity. Within a few hours the 

ower I have held for five years will have passed into the hands of another. 
i it without repining, and with a more lively recollection of the sup- 
port I have received than the opposition I have encountered. I shall, I 
fear, leave office with a name severely censured by many honorable men, 
who, on public principle, deeply lament the severance of party ties, not 
from any selfish or interested motives, but because they believe fidelity 
to party, and the existence of great parties, to be powerful instruments of 
good government. I shall surrender power severely censured by many 
honorable men, who, from no interested motives, have adhered to the 
principles of protection, because they looked upon them as important to 
the welfare and interests of the country. I shall leave a name execrated 
by every monopolist who, professing honorable opinions, would main- 
tain protection for his own individual benefit. But it may be that I 
shall be sometimes remembered with good-will in those places which are 
the abodes of men whose Jot it is to labor and earn their daily bread by 
the sweat of their brow; in such places, perhaps, my name may be re- 
membered with expressions of good will, when those who inhabit them 
recruit their exhausted strength with abundant and untaxed food, the 
sweeter because no longer leavened with a sense of injustice.”* 


* Auison’s Europe, vol, viii.; Parl. Deb, lxxxvii, 1054, 1056; Ann, Reg. 1846, 
157, 159. 
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CHAPTER III. 


FROM THE INTRODUCTION OF FREE TRADE AND FALL OF SIR ROBERT PEEL IN JUNE, 
1846, TO THE SUPPRESSION OF THE CHARTIST INSURRECTION IN APRIL, 1848, 


Tuvs was free trade introduced, and the great Tory party split asunder 
by the act of its protectionist chief! The effects of this change of poli- 
ey and dislocation of parties have been great and decisive, and extended 
far beyond the lifetime or sphere of the persons who were instrumental 
in bringing it about. It has diffused, for a very long period, perhaps for- 
ever, in Great Britain, a distrust in public men—a disbelief either in fixity 
of policy or adherence to principle in the rulers of the State. 

In 1846, the debate on colonial sugar and trade took place. Lord 
Joun Russetz said, “ that sugar had been virtually excluded from the mar- 
ket since the final emancipation of the slaves in 1837, a period now of 
nine — and all the efforts of the producers of sugar in our own colo- 
nies have been unable to keep pace with the demand, or prevent the 
price of the article rising, as it is now doing, to what, as to it, amounts to 
a famine level. There is an absolute necessity, therefore, of recurring to 
the slave States for a supply of this necessary article of consumption. 
Indeed, the exclusion of slave-grown sugar, under the present prohibitory 
system, is impracticable, for the slave States are in possession of treaties 
under which they are entitled to demand the admission of their slave- 
grown sugar on the same terms as the most favored nation. Under the 
present system the discouragement to slavery in the slave States is more 
apparent than real, because the slave-growers find a market for their pro- 
duce in other countries into which it obtains free admission, whence they 
receive supplies in return, which come from Great Britain, so that there 
is a virtual exchange of English manufactures for foreign slave sugar. 
The Spanish slave planters might just as well send their sugar direct to 
this country in exchange for our manufactures, as to do so by means of 
this intervening transaction. 

“If you admit foreign slave sugar on any thing like an equality with 
British free-grown, you give an encouragement to slavery, and go back 
upon all your own enactments for the emancipation of the negroes— 
though specious in appearance, has no solid foundation. No such bar as 
is contended for in the case of sugar is imposed upon slave produce in 
other articles, as cotton, tobacco, copper and many others. Nobody can 
deny that the vast consumption of these articles, especially the two first, 
in this country, gives an impulse to slavery in the United States; but has 
any one yet been bold enough to affirm that, before admitting the Ameri- 
can cotton into our harbors, we must insist on their solving the tremendous 
problem hanging over their heads in the United States, and emancipating 
all the negroes by whose hands the cotton has been raised? Such a pro- 
posal would be little short of insanity ; and yet, if there is any foundation 
for the argument that we should keep up the heavy import duties on for- 
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eign slave-grown sugar to discourage slavery, we unquestionably, to be con. 
sistent, should apply the same principle to American slave-grown cotton.”* 

The Irish Famine.—It is conceded that the Irish famine of 1846, and 
its effects in subsequent years, form the most terrible calamity in modern 
times, and which, in the rapidity with which it mowed down the human 
race, greatly exceeded any thing recorded in the annals either of war or 
pestilence. Even the Moscow retreat, or the siege of Sebastopol, occa. 
sioned, while they lasted, a much less destruction of mankind. If to this 
we add the astonishing fact of an emigration having taken place from the 
country to the extent of above 2,000,000.souls in eight years after, it 
may safely be affirmed that the calamity, both in present magnitude and 
ultimate importance, is unparalleled in authentic history. It demonstrates, 
in the most striking manner, the enormous extent of the social evils under 
which Ireland labored, when Providence adopted such awful means to 
remedy them, and strikingly illustrates the limited extent of human vision 
on the subject, when narrowed by party ambition. All that the collected 
wisdom of the nation in the House of Commons could suggest during 
forty years had been to admit forty landless Catholics into Parliament, 
give every starving peasant with £5 a year a municipal vote, and take 
£200,000 a year from the church to devote it to the purposes of secular 
education. But if both governors and governed were grievously at fault 
in the conduct of Irish affairs before the visitation of Providence fell upon 
them, yet it must be added, to their honor, that both nobly redeemed 
their errors when it arrived. Never did government meet a great national 
calamity ina more intrepid and generous spirit; never did the distant 
and the affluent aid them more nobly in their efforts to mitigate it ; never 
did the sufferers bear their pains with more patience and magnanimity, or 
evince a more magnificent proof of domestic affection, than in the etforts 
made by such as survived to extricate their relatives from the scene of woe. 

Lord Grorce Bentinck’s project for Irish Railways.—So completely 
did the all-engrossing subject of the Irish famine absorb the attention 
both of the legislature and the public during this disastrous year, that 
scarcely any other subject for a long period occupied the attention of 
Parliament. The debates on the subject, however, which were full, ear- 
nest, and full of patriotic and philanthropic feeling, have lost much of 
their interest in consequence of the publication of the authentic records 
and parliamentary tables, of which an abstract has now been given. One 
project advanced on the subject deserves particular attention, both from 
the energy and talent with which it was supported, and the immense 
accumulation of facts bearing on the state of Ireland which it brought to 
light. Lord Gzorce Bentinck had meditated deeply on the condition 
of Ireland, and the means of affording it relief; and it appeared to him 
that these means were to be found in the extension to that country of the 
causes which had relieved Great Britain in 1841 and 1842, England 
was then in nearly as deplorable a state as Ireland was at this time. Fif 
teen hundred thousand persons were then maintained by the poor-rates, 
of whom 483,000 were able-bodied laborers, What, then, absorbed this 
immense mass of starving prolétaires, and induced in its stead the vast 
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demand for labor and general prosperity of 1845 and 1846? It was ri- 
diculous to ascribe this to the tariff and reduction of import duties. So 
great a change could never have been — by lowering the price of 
bread a penny, and that of meat three half pence a pound, or cotton five- 
sixteenths of a penny. It was something affecting the demand for labor, 
not the price of commodities, which must have caused the change, and 
what this something was could admit of no doubt. It was railway enter- 
prise which effected the prodigy ; it was the expenditure of from fifteen 
to twenty millions on the wages of labor annually, for a course of years, 
which at once absorbed the unemployed poor, raised the remuneration 
they received, and, by adding immensely to their means of consumption, 
caused that general rise of prices which diffused general gladness and 
cheerfulness among all who dealt inthem. It was by the extension of a 
similar system to Ireland that the general distress was to be mitigated, 
and Jabor employed in a permanently useful and durable form. But the 
poverty of the country precluded the possibility of this, except by the aid of 
government.* 

The Panic of 1847,—The drain of gold first became serious in the 
beginning of April, 1847, being the time when the bills drawn to pay 
for the great importation of grain and flour, in the November and De- 
cember preceding, became payable ; in consequence of which the bank 
raised the rate of its discounts to 5 per cent., it having been at 34 in the 
beginning of the year. In the course of the year that establishment 
changed the rate of its discounts thirteen times ; and on the 5th August 
it was advanced to 54, at which rate it continued till 25th October. At 
this time there was no undue speculation in any department of commerce 
or manufacture ; the drain arose entirely from the immense balance of 
imports over exports, which the Irish famine had so fearfully augmented. 
The crisis, especially in the end of April, was, however, dreadfully 
severe. It was afterwards stated in Parliament that the 27th of that 
month was the most fearful day ever known in the city. Mr. Barine 
mentioned the case of a gentleman who was possessed of £60,000 in 
silver bullion, who was unable to obtain the slightest advances upon it. 
The bank directors, true to the principle of the act of 1844, resolutely 
threw out the paper even of the richest and most respectable houses; 
and every other bank in the country immediately did the same. Mr. 
LaneLtey mentioned, in the House of Commons, that in the north of 
England 25 per cent. was given for money. The effects were immediate 
and decisive. Consols, which had lately been at 93, fell to 85; ex- 
chequer bills, recently at 14 premium, were at 4 discount; mercantile 
paper, even of the very highest class, could nowhere be discounted. The 
panic was universal and unprecedented. 

The crisis of 1847 was unlike any other that had ever occurred, and 
well illustrated the working of the new law on the subject. There was 
no overtrading; there was no commercial embarrassment irrespective of 
the monetary pressure ; the credit of the Bank of England was above 
suspicion; there was no run upon the other banks; capital was abun- 
dant, and more than equal, as the events of the following years demon- 
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strated, to all the undertakings which were in hand or in contemplation, 
There was simply and only a want of currency* to make the advances with, 
because the bank, restrained by the act of 1844, could not lend money with 
a few hundred thousand pounds only in the banking department, though 
in the other end they had above £8,000,000 in the issue department !+ 

Lord Guo. Bentinck and Mr, Barixe.—In the parliamentary debate, 
Lord Georcez and Mr. Barine took ground, that “the case of the coun- 
try is such as to require prompt and immediate remedies. We are 
brought to a dead-lock for want of money, while the credit of the bank 
is yet good, and it has still £9,000,000 in its coffers, which the bank act 
forbids it to touch. Ought we not, then, to remove those restrictions on 
our currency, which keeps us, in a manner, starving in the midst of 
plenty, and are ruining the trade and credit of the country, and starving 
the people, in order to feed with gold that idol of some parties, the bank 
charter act? It has already become apparent that free trade and a re- 
stricted currency cannot work together; and since we have made our 
election to have the first, let us lose no time in repealing the last. We 
have seen the ruinous consequences of leaving the people to supply them- 
selves, and trusting to the dogma that industry will right itself. There 
is now only alarm and panic in this country, but in a few weeks it may 
turn into a sad reality ; for under the present system we are every day 
getting nearer a still more fearful state of things, the effects of which may 
be so disastrous that nothing like it has been experienced in Europe, 
How is such a calamity to be averted? Experience tells us how this is 
to be done in the clearest manner. In 1793 our trade was in difliculties; 
Mr. Pirr at once relieved it by an issue of £5,000,000 to the mercan- 
tile interest. In 1816, when there were two thousand bankruptcies with- 
in the year, government postponed for three years the resumption of cash 
payments, which was equivalent to a large supply of notes to the money 
market, and the country immediately revived, and enjoyed prosperity 
till 1819, when cash payments were resumed, and immediately the most 
fearful distress followed. From this the country was rescued by an issue 
in 1822, of £1 and £2 notes, and an obligation to allow them to circu- 
late for ten years. Then came the terrible crisis of 1825—26, when the 
country was within twenty-four hours of barter, The crisis was stopped, 
not by any supply of gold, but by the accidental discovery of one mil- 
lion £1 notes in an old box in the vaults of the Bank of England, the 
issue of which immediately satisfied the wants of the country. Resting 
on these precedents, I think myself justified in calling on the House to 
set the Bank of England free, and restore confidence to the mercantile 
world. I would apply to the bank charter act, which had not produced 
any good fruit, the language which had been applied to the barren fig- 
tree, ‘Cut it down; why cumbereth it the ground? 

“There is at present and has been for ten days, a total want of the 
means of obtaining accommodation by the most solvent houses upon un- 
doubted security, and that because the bank of England, by its charter, 
is unable to afford it. I know an instance where it was found impossible 
to raise a penny upon £60,000 worth of silver, a precious metal which is 


* For currency we should read grain.—Ed. + Auison’s Europe, vol. viii. 
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a legal tender in most parts of the civilized world, It was not a ques 
tion of price with the bank, but a question affecting its own safety. The 
bank could only issue notes on silver to the extent of one-fifth of the 
bullion in the bank; and that they had not, so they could not purchase 
the silver. When we come to a drain of gold to meet an unavoidable 
want, there must be some means of avoiding measures by. which the 
commerce of the country will be dislocated. That commerce is carried 
on almost entirely on a system of credit. If you drive it to a ready 
money system, you at once paralyze it in the manufacturing districts. 
What is required is to give facilities for exports, in order to be able to 
pay for the corn which we must import in manufactured goods instead of 
bullion. But the houses in Manchester cannot carry on their trade on 
four months’ bills, which are valueless, as they now are, when they take 
them for discount into Lombard-street. How can the mercantile interest 
carry on the export trade, which must be conducted on credit, when all 
accommodation was refused them? The country has exported perhaps 
£700,000 of gold, and the effect of this export has been to destroy pro- 
perty to the extent of £100,000,000! Is there any necessary connection, 
or any connection other than that founded on arbitrary regulation, be- 
tween these two things? Foreign countries will take gold to any extent 
at once, but manufactures they will only take as they want them, which 
is during a course of years. Therefore you must give them time for the 
demand to grow up and the supply to be furnished. But how is either 
to arise, when a system is pursued in this country which is bringing all 
our manufactures to a state of bankruptcy ¢* 

“Tt is in vain to ascribe our present difficulties either to the extent of 
railway enterprise, or the imprudent conduct of the Bank of England. 
Where were the difficulties arising from railways in August last, when 
the bank was discounting bills at 2% per cent., though bills involving an 
expenditure of £120,000,000 had passed Parliament? The true cause of 
the present embarrassment is the vast exportation of gold which has 
taken place, partly to purchase grain, partly to pay for the balance of 
unrestricted imports.¢ It is the bank act which is grinding the trade and 
commerce of the country, by forcing the bank directors to contract their 
issues, against their wish, and against the evident interests of the country, 
whenever an adverse state of the exchange drives gold out of the coun- 
try. It has been said that ‘corporations have no souls;’ but if it is so, 
Iam sure that cabinets have no hearts. What can be so monstrous as 
to make the credit, enterprise and industry of a country, teeming with all 
the three, stagnate and go to ruin, merely because the bank cannot re- 
tain in their coffers gold—the most mercurial and evanescent of earthly 
things? It can be no more right that the Bank of England should be 
tied down beforehand to a particular amount of issues, under various 
circumstances, than it would be right to pass a law obliging ships in all 
weathers to carry either studding-sails or foresails. By this law we are 
put in the extraordinary position, that though trade is in danger of being 


* The preceding paragraph is taken from Mr. Bartne’s speech.—Parl. Deb. xcii. 
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destroyed for want of the assistance of the bank, and the bank is both 
most willing and able to give that assistance, she is shackled and pre- 
vented from doing so by the operation of this law. It is just as if, when 
one strong man was standing on the bank of a river in which another 
man was drowning, the law were to step in and bind the willing and 
ready arms of him on the bank, so as to make it impossible to save the 
other who was drowning.”* 

Answer of the Government and Sir R. Prrt.—On the other hand it 
was argued by the chancellor of the exchequer (Mr. Carpwett) and Sir 
R. Peet: “ We must take care lest, in seeking relief from the repeal of 
the act of 1844, we incur the risk of aggravating incalculably the present 
difficulties of the country. We are now suffering from an unexpected 
deficiency of food, from a spirit of speculation which had run riot in 
1845, and from an extraordinary failure of the cotton crop, which has 
increased, to an unprecedented degree, the price of the raw material of 
one of the staple manufactures of the country. There is no country ex- 
posed to the triple pressure of three such causes which would not feel it 
most severely, no matter what modification may be made in the charter 
of the bank, or what amount of £1 notes it might have in circulation. 
Are the gentlemen who urge such measures aware of the state of the 
law which would be restored if the bank charter were repealed? Are 
they prepared to let in again the law by which all country banks were at 
liberty to issue notes to any extent, and the Bank of England might do 
the same on its own responsibility, and without reference to the state of 
the exchanges? In that case, what security will exist against a recur- 
rence of the disorders of 1838 and 1839? The main object of the act 
of 1844 was to prevent these disorders; and it proposed to do this by 
rendering perpetual the convertibility of paper into gold. This must at 
all times limit the circulation, because the consciousness of the impend- 
ing necessity to pay in gold will check imprudent advances. On the 
other hand, this risk will be instantly augmented by an issue of incon- 
vertible paper to any amount, because the immediate effect of that will 
be to open the way to fresh speculations and undertakings, which can 
end in nothing but an increased run on the bank for gold. 

“The slightest consideration of the causes which, independent of the 
act of 1844, have been acting, not only upon this country, but on the 
whole civilized world, must convince us that it is in them, and not in the 
operation of that act, that the real cause of the distress under which the 
country is now laboring is to be found. We have it on official authority 
that the destruction of the potatoes and cereal crops in Ireland alone has 
been to the extent of £16,000,000. It is difficult to over-estimate the 
effect of such a sudden abstraction of capital, especially when it is caused 
by such a calamity as ascarcity of food. Nor has the calamity been con- 
fined to this country. Scotland, France, Belgium, Holland, have also, in 
some degree, suffered under it, and the countries on the banks of the 
Rhine are sustaining extreme pressure in consequence. All these coun- 
tries are looking to the United States as the only source from whence 
food is to be derived. What effect must not that have had in paralyzing 


* Autson’s Lurope, vol. viii.; Parl. Deb. xcii. 618, 634; Ann. Reg. 1847, 99, 101. 





Answer of the Government. 527 


our trade, in deranging our ordinary commercial speculations, and de- 
riving us of the usual markets for our manufactures? Mr. Barine has 
said, that there never was a year when speculation ran riot as it did in 
1845. Well, if men will speculate and run riot, depend upon it, what- 
ever legislative measures you may pass respecting the currency, they will 
inevitably suffer from the consequences of their actions. Thus, in ad- 
dition to the failure of food, you have speculation running riot, and such 
an investment in railways that, in the course of last year, applications 
were made to Parliament which, if all aeceded to, would have required 
£340,000,000 to meet the undertaken engagements. In addition to all 
this, there was a very great failure of the cotton crop, which has enhanced 
enormously the price of the raw material of the great staple of our 
manufacture. How absurd, then, to charge the effects of these great and 
manifold calamities against the bank charter act! 

“ Are those who are now so ready to throw the blame of every disas- 
teron the bank charter act aware that, in 1814, 1815 and 1816, when 
we had an inconvertible paper currency, 240 private banks failed? Re- 
collect what took place in 1839, when the bank had the power of issuing 
notes irrespective of the exchanges. Why, the bank was then reduced 
to £1,600,000 in gold, and there was every prospect of its being unable 
to fulfil its engagements. Always bear in mind what was the object of 
the act of 1844, The main object of that act was to insure the conver- 
tibility of paper into gold, and to prevent, in times of difficulty and dis- 
tress, the temptation to which it is so easy to yield, of giving accommo- 
dation by issuing paper without reference to the exchanges, and thereby 
purchasing temporary ease by afterward aggravating tlre commercial 
pressure by a panic which leads to a demand for gold in exchange for 
paper. It is of the utmost importance that, in those periods of com- 
mercial difficulty, we should not be exposed to that other difficulty which 
somuch aggravates the first—a run upon the bank, in consequence of 
doubts of its ability to pay its notes in gold. What would be the state 
of affairs now if, in addition to the state of things so strongly dwelt on 
on the other side, we had a pressure on the bank for gold? What would 
have been the state of things if the act of 1844 had not been passed ? 
Suppose there had been, on the part of every country bank, while this 
riotous speculation in railways existed, a power of fostering it by uncon- 
trolled issues of paper; would the state of affairs have been as advan- 
tageous as it is? Severe as I admit the pressure to be, and deeply as I 
regret it, yet can any man deny that the act of 1844, controlling the 
issues by country banks in a time of rash speculation, affords security 
for ultimate solvency? Would not speculation, without that check, 
- now admitted to have run riot, have precipitated us to the verge 
of ruin? 

“It is said the government should possess a dispensing power to 
authorize the bank, under extraordinary circumstances, to increase their 
issues. We were decidedly of opinion, when the bank charter act 
was passed, it should possess no such power. The whole objects of the 
act would have been frustrated if it was known that such a dispensing 
power existed in any quarter. If any functionaries, as the first lord of 
the treasury and the chancellor of the exchequer, possessed any such 
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power, application would be made to them, from all quarters, calling on 
them to exercise it; the precaution which individuals ought to take 
would be neglected, and every mere temporary pressure would be declared 
irremediable, otherwise than by the exercise of the power so possessed 
by the government. We were well aware of the memorial of the Lon- 
don bankers, which recommended the adoption of such a discretionary 
power by the government; but we declined to embrace it, being desirous 
to leave the responsibility of its banking operations to the bank directors, 
and to control them absolutely, as we have done, only in the issue de- 
partment. If I thought that any relief would be afforded to the country 
by a relaxation of the bank charter act, no pedantic adherence to formerly 
expressed opinions would prevent me from recommending it. But as it 
is my firm belief, founded on the information at present in my posses- 
sion, that any relaxation of the act authorizing the issue of £2,000,000 
of notes on exchequer bills would only aggravate the evil, and purchase 
present relief by future suffering, I feel it my duty to give it my most 
decided opposition. Depend upon it, if you attempt to purchase present 
relief by endangering the convertibility of paper, you will inflict a severe 
blow on the prosperity of the country ; you will shake all confidence in 
the medium of exchange, and depreciate the value of property of every 
description.” * 


No resolution of the House followed on this debate, as, in truth, a 
motion of a mere formal nature was alone before it when it took place. 
The decided opinion, however, expressed by ministers and Sir R. Pett, 
against any modification of the bank act, had a great effect, and encour- 
aged the directors of the bank in that steady refusal of accommodation 


which, while it averted the danger from themselves, did so only by 
spreading it fearfully throughout the community. Some gold arrivals, 
however, came opportunely at this time, which postponed the risk; and 
the bank directors, encouraged by this circumstance, at the suggestion of 
the chancellor of the exchequer, considerably augmented their discounts, 
which had the effect of materially relieving, in the mean time, the press- 
ure on the money market, and postponing, till the end of autumn, the 
catastrophe which was approaching. 

This debate, however, is highly interesting, not merely as containing 
an admirable summary of all that either was or could be advanced on 
either side of this all-important subject, but as evincing a striking in- 
stance of the rhetorical skill of the very eminent statesman who took so 
prominent a part in defence of the bank charter act. It is not easy to 
say which is most to be admired—the cogency of the arguments adduced 
on his own side of the question, or the skill with which he evaded every 
consideration which tended to the other side. Sir R. Peet observed, 
with truth, that one cause of the monetary crisis of 1847 was the coun- 
try having “run riot” in 1845 with railway speculations; but he forgot 
to add, what was equally true, that that very “running riot” had been 
induced by his own measure in reducing the deposits on railway shares 
from 10 to 5 per cent., and the effect of the bank act itself, which imme- 
diately threw down the rate of discount from 4 to 24 per cent. Ile 
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dwelt with justice and force on the aggravation which the railway mania 
would have received from an unlimited issue of notes by irresponsible 
country bankers when it was going on; but he seemed to be insensible 
to the far more serious aggravation which it had received from that act, 
which compelled the bank to purchase every ounce of gold brought to 
its doors, and thus rendered inevitable the efflux of notes, whether re- 
quired or not, simultaneously with the influx of foreign treasure. He 
dwelt on the vehement excitement and excessive undertakings of the last 
three years, forgetting that this excitement, and the demand for labor 
consequent on it, had been the subject of constant and just self-congratu- 
lation by him when it was going on, and was ascribed by him entirely to 
his own free-trade measures, He described, with force and justice, the 
grievous nature of the deficiency of £16,000,000 in agricultural produce, 
which had arisen from the potato rot in Ireland, and the necessary de- 
rangement of the currency, which resulted from the purchase of so large 
apart of the national subsistence with gold; forgetting that this casual 
and passing calamity was what his free-trade measures had rendered the 
chronic and settled malady of the country. He dwelt on the inconve- 
niences arising from the high price of cotton, in consequence of a short- 
coming of the crop in 1846; forgetting how much the effects of that 
scarcity had been aggravated by the free-trade measures which had ren- 
dered the importation of that article so immense in the two preceding 
years. * 
, Commercial Embarrassments.—It was no wonder that the attention of 
the country was fixed on other objects than the hustings, for the appear- 
ances in the commercial world had now become threatening in the ex- 
treme. The panic, which had been so severe in April, had indeed 
passed away, chiefly from the announcement received in the beginning of 
May that the Emperor of Russia was about to invest a portion of his ac- 
cumulated treasure, amounting to 30,000,000 silver roubles, (£4,750,000,) 
in the public funds of France and England. This was the first time that 
the gold mines of the Ural mountains, now producing £3,000,000 annu- 
ally, had been brought, on a large scale, to bear on the money market of 
Western Europe, and the effect was very considerable, chiefly by dimin- 
ishing the terror of an increased demand for gold to pay for the immense 
importations of food which were still going on. The season also was fa- 
vorable, and hopes were entertained, which were happily more than real- 
ized, of an abundant harvest in autumn. From this cause, joined to the 
great amount of the imported grain, the prices of food fell considerably 
in the end of May and beginning of June; but the pressure for money, 
owing to the combined effect of the immense importations and heavy 
railway calls, was such that no reduction of the current rate of interest 
took place, which still remained at five per cent. The sums lent abroad 
in that year were £33,000,000, and the expenditure on railways 
£47,000,000. 

Increased Monetary Pressure in August.—These causes necessarily re- 
newed the pressure, and it became very severe in August, when the rate 
of discount at the bank rose to 54, while the bank reserve sunk to 





* Autson’s Europe, vol. viii.; Tooxe, iv. $12, 814. 
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£4,704,000 against £14,000,000 liabilities; and consols, which had 
stood at 93 in the beginning of the year, fell rapidly to 85. These were 
sufficiently strong premonitory symptoms, but the government did not 
take the alarm, and persisted in the belief that, under the admirably con- 
structed self-balancing system of 1844, the currency would right itself 
without any serious detriment to the general interests of the community. 
This idea was increased by the fineness of the season and abundance of 
the harvest, which was so remarkable that, on the suggestion of the gov- 
ernment, a general thanksgiving was returned to Almighty Gop for the 
blessing. But though this lessened a danger of one kind, it induced an- 
other hardly less serious, which was the immediate cause of bringing on 
the catastrophe which was approaching. One after another the greatest 
houses in the corn trade came down, and with them a whole host of the 
lesser firms engaged in the same traffic, or involved with them in busi- 
ness. The effect of these failures, of course, was to augment, in a most 
serious degree, both the demand for money and the general alarm. 
Every thing tended to the same point, and that was an augmented 
pressure on the bank for advances which the bank charter act left them 
absolutely without the means of meeting. Free trade had landed the 
country in a balance of imports over exports, requiring for the most part 
to be paid in gold, which had come now to exceed £40,000,000 a year; 
the Irish famine had sent half as much out of the country to buy 
food ; railway undertakings required an expenditure at home of above 
£40,000,000 a year, and the great houses which had so largely imported 
grain were assailed by a fall in the article to little more than half of its 
prices three months before. Never was there a time in European history 
when, from the combination of so many concurring causes, large bank 
advances to support credit and carry on undertakings were so loudly 
called for, and the bank had ample means to meet them, for they had 
still £9,000,000 in their coffers. But here the bank charter stepped in 
and locked up £8,000,000 sterling, amidst the universal pressure, in the 
issue department. Reduced to £1,000,000 in the banking department, 
the directors were compelled to be extremely cautious, and accordingly 
on Ist October they intimated that “ 5} would be charged on all bills 
falling due before the 15th October, and that they declined to make any 
advance on stock or exchequer bills,.”* 

Commercial Bankruptcies—This announcement produced, as might 
have been expected, a fearful impression on the stock exchange. Consols 
rapidly fell from 85 to 834; exchequer bills were at 37s. discount; and 
such was the pressure for money that interest at the rate of 50 per cent, 
was given for the use of it for only nine days. The failure of mercantile 
firms of the oldest standing and the highest respectability, beginning with 
that of Gower, Neruews & Co., soon became very frequent, and much 
exceeded in amount any thing recorded in British history, the severe 
monetary crisis of 1825 itself not excepted. It soon appeared that the 
crash was not to be confined to the grain trade, in which it had begun, 
but extended to other branches of business and banking firms. On 13th 
October, the Abingdon old bank came down; this was followed, on the 





* Auison’s Europe, vol, viii. ; Tooxg, iv. 314, 315; Economist, Oct. 9, 1847. 
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18th, by the stoppage of the Royal Bank of Liverpool, which was the 
more alarming as its paid-up capital was known to be £800,000, and it 
stood in the very front rank of the banking institutions of the kingdom. 
Consols, in consequence, fell to 773—a fall of 15 per cent. from what 
they had been three months before, and the lowest point they reached 
during the crisis. Important bank failures ensued in Liverpool, Manches- 
ter, Lancashire and Newcastle. In the last-mentioned town the banking 
discredit was exceedingly severe, and the most important bank in the 
district had a very narrow escape from a suspension of payment.* The 
Bank of England reserve sunk, between 16th and 30th October, from 
£3,070,000 to £1,600,000, against £13,900,000 liabilities, and the bul- 
lion in both departments was only £8,300,000 on 23d October, while 
the notes in circulation still amounted to £21,200,000. In a word, the 
two weeks ending 23d October were an uninterrupted progression of dis- 
aster, discredit and dismay; and at the close of the week every thing 
portended not merely a crisis, but a total suspension of all business and 
of all payments, 

Suspension of the Bank Charter Act, October 25.—Still government, 
supported by Sir R. Pgs, stood firm. The most earnest representations 
were made to them as to the state of the country, and the imminent ruin 
which threatened the whole of its commerce if the bank charter act were 
not suspended, without effect. A most respectable deputation from 
Liverpool, representing the trading interests of that great emporium, was 
coolly dismissed with an answer that the bank act must, at all hazards, 
be maintained. A highly important communication from the Marquis of 
Londonderry, as lord-lieutenant of the county of Durham, portraying the 
tremendous risk to which, from the suspension of credit and the want of 
money, the coal districts in that county were exposed, met with no better 
success. Even an earnest request for assistance from the Scotch banks, 
hitherto deemed so flourishing, failed in shaking their steady resolve to 
maintain, at all hazards, the convertibility of a Bank of England note. 
But at length they were assailed in a quarter where they had no defence, 
and the country, in consequence, was saved. On Friday, 22d October, 
the London bankers had a meeting, at which it was agreed that, if 
government would not sanction a deviation from the act on the part of 
the bank, they would withdraw their whole balances from it. This was 
decisive. The bankers’ balances in the hands of the Bank of England 
were £1,774,472, and the reserve in the bank, to meet this amount, was 
only £1,600,025.+ In these circumstances, submission was a matter of 


* Tooke, iv. 316, 817, 445, 446; Economist, October 23, 1847; Chancellor of 
Exchequer’s Statement, November 30, 1847, 

t “ Question 2,881.—Supposing the London bankers had been, from the pressure 
upon them, obliged to withdraw a large amount of the balance which, I believe, 
equalled pretty nearly the amount of your reserve on the 22d October, what would have 
been the effect? On the 22d October, the reserve in London was £1,600,025, and 
in the country £776,447, making together £2,376,472. The bankers’ balances were 
£1,774,472. Supposing their balances had been withdrawn from us in the course 
of business, we should have had an opportunity of going into the market, and, by 
selling securities, we should have strengthened ourselves by taking notes out of the 
market, and then met the bankers’ demand.”—Mr. Morris’ (the governor of the 
Bank of England) examination; First Report on Commercial Distress, 1848, p. 221. 
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necessity. The bankers’ resolution was communicated to government on 
Saturday, 23d, and early on Monday, 25th, the celebrated letter, signed 
by Lord Joun Russe.t and the chancellor of the exchequer was sent to 
the bank, authorizing a deviation from the act.* That which neither a 
representation of the impending ruin of Liverpool and the manufacturing 
districts of Lancashire, nor the prospect of a hundred thousand colliers 
being thrown out of bread in the mining districts could effect, was at 
once brought about by the dread of the bank being “checked out,” in 
mercantile phrase, by the drafts of the London bankers, The bank was 
authorized to issue notes beyond the limit prescribed by the act; and, in 
the mean time, the rate of interest was fixed at 8 per cent. 

Reflections on this Change-—Thus did the famous bank charter act, 
after having been three years in unrestrained operation, break down from 
the effect of its own provisions, but not until it had brought the country 
to the very verge of ruin? In the first two years of that period, it had 
inflamed to a most perilous degree the prevailing passion for speculation, 
and set on foot undertakings of the most gigantic kind, which required 
all the disposable capital of the country to carry forward and complete. 
During the last year, it acted not less powerfully in contracting the circu- 
lation and suspending credit, at the very time when both were most 
imperatively required to carry forward the undertakings which itself had 
set on foot, and meet the effects, in the drain of gold, of the combined 
operation of the system of free trade, recently introduced, and the Irish 
famine, then in its full intensity. At this critical juncture, when, beyond 
any other recorded in British history, liberal paper advances were most 
called for to sustain the credit and currency of the country, now strained 
to the uttermost by so many concurring causes, the bank notes in circu- 
lation in the two islands were, by the operation of the bank charter act, 
CONTRACTED TO THE EXTENT OF EIGHT MILLIONS below what they had 
been less than two years before. It may safely be affirmed that a more 
ruinous and suicidal act never was perpetrated by any government on 
any country, and it is no wonder that it produced the most disastrous 
effects. And at last Sir R. Pee. and the ministers were compelled, by 
sheer necessity, to repeal their own act, and do that which had been the 
one thing needful from the beginning, viz., authorize the bank directors 


* “Her Majesty’s government have seen, with the deepest regret, the pressure 
which has existed for some weeks upon the commercial interests of the country, and 
that this pressure has been aggravated by a want of that confidence which is neces- 
sary for carrying on the ordinary dealings of trade. They have been in hopes that 
the check given to transactions of a speculative character, the transfer of capital 
from other countries, the influx of bullion, and the feeling which a knowledge of 
these circumstances might have been expected to produce, would have removed the 
prevailing distrust. Their hopes have, however, been disappointed, and her Majes- 
ty’s government have come to the conclusion that the time has arrived when the 
ought to attempt, by some extraordinary and temporary measure, to restore confi- 
dence to the mercantile and manufacturing community. 

“For this purpose, they recommend to the directors of the Bank of England, in 
the present emergency, to enlarge the amount of their discount, and advance upon 
approved security; but that, in order to restrain this operation within reasonable 
limits, a high rate of interest should be charged. In present circumstances, they 
would suggest that the rate of interest should not be less than 8 per cent. If this 
course of deating should lead to any infringement of the existing law, her Majesty’s 
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to “enlarge the amount of their discounts and advances upon approved 
security,” beyond the amount authorized by law.* 

Great and immediate effect of this Letter—Never was a step taken by 
government attended with such immediate and beneficial effects as this. 
It was never required to be acted upon; the knowledge that it had 
been granted was of itself sufficient to dispel the panic. The statement 
which the chancellor of the exchequer said had been constantly made to 
him for a few days before: “Let us have notes ; charge 10 or 12 per cent. 
upon them; we do not care what the rate of interest is; we do not mean 
to take the notes, because we shall not want them, only tell us that we 
can get them, and that will at once restore confidence.”"+ In Mr. Uvsxts- 
son’s words, on a former occasion, “the stagnant and straitened circula- 
tion of the country wanted life and aid, and became every day more em- 
barrassed, while each new calamity produced by such a state of things 
contributed to spread and increase the general apprehension.” In this 
disastrous state of things, the knowledge that the bank charter act, which 
was the principal cause of the embarrassment, had been set aside, acted 
at once as a charm in restoring the suspended vitality of the country. 


government will be prepared to propose to Parliament, on its meeting, a bill of 
indemnity. ‘They will rely upon the discretion of the directors to reduce, as soon 
as possible, the amount of their notes, if any extraordinary issues should take place 
within the limits prescribed by law. Her Majesty’s government are not insensible 
to the evil of any departure from the law which has placed the currency of the 
country upon a sound basis; but they feel confident that, in the present circum- 
stances, the measure which they have proposed may be safely adopted; and that at 
the same time the main provisions of that law, and the vital principle of maintain- 
ing the convertibility of the Bank of England note, may be firmly maintained.”— 
We are, &c., Joun Russert, Coartes Woov.—Tooke, iv, 449, 450, 


* TABLE SHOWING THE WHOLE Bank’s AND Bankers’ Notes 1n CIRCULATION IN THE 
Unirep Kinapom, From Junez, 1844, tro Decemper, 1851. 


ENGLAND AND WALES. ScoTLanp. IRELAND. 
ose se co An. 
Chartered 


Bank of Private Joint-stock Private & Bank of Private & Totalfor 

ENDED, Englund. Banks. Banks. Joint-stock Ireland. Joint-stock United 
Banks. Banks. Kingdom, 

Tune 22, 20,634,000 .. 4,743,057 .. 8,665,104 .. 8,117,988 8,488,300 .. 2,080,277 .. 37,728,726 

Dec. 7, 20,986,000 .. 4,442,725 .. 3,086,676 .. 8,486,518 .. 3,900,275 .. 2,945,046 .. 38,847,540 
June 21, 21,277,000 .. 4,398,833 .. 8,131,109 .. 3,485,531 .. 3,882,600 .. 2,736,452 .. 38,911,505 

Dec. 6, 22,015,000 .. 4,569,278 .. 3,221,883 .. 8,804,031 .. 4,404,975 .. 8,811,855 .. 41,827,022 
Tune 20, 20,553,000 .. 4,456,629 .. 8,128,185 .. 3,508,655 .. 4,119,850 .. 2,852,176 .. 88,618,495 

Dee. 5, 21,055,000 .. 4,596,549 .. 3,190,417 .. 3,996,861 .. 4,875,025 .. 8,464,505 .. 40,678,857 

7, June 19, 19,078,000 .. 4,385,608 .. 3,088,327 314 .. 3,327,400 .. 2,137,551 .. 35,664,200 
Dec, 4, 20,161,000 .. 3,691,304 .. 2,5 =. 5 .. 8,175,400 .. 2,147,341 .. 35,484,316 
June 17, 18,683,000 . . 8,628,563 .. 2,598,625 .. 3,437,587 .. 2,863,800 .. 1,797,546 .. 33,009,121 

* Dee. 2, 18,702,000 .. 8,703,728 .. 2,7: -- 3,570,126 .. 2,851,750 .. 2,117,300 .. 33,672,069 
1849, June 16, 19,312,000 .. 8,540,417 .. 2,661,300 .. 3,380,902 .. 2,481,775 .. 1,564,700 .. 32,941,094 
“ Dee. 1, 19,244,000 .. 3,676,728 .. 2,703,093 .. 3,500,186 .. 2,656,225 .. 2,017,906 .. 33,798,138 
1850, June 15, 20,401,000 . . 8,552,821 .. 2,745,227 .. 8,471,528 .. 2,530,125 .. 1,711,686 .. 34,412,387 
“ Dee. 28, 19,757,000 .. 3,450,811 .. 2,685,543 .. 3,345,649 .. 2,647,600 .. 2,209,359 .. 34,095,962 
1851, June 14 20,154,000 .. 3,518,765 .. 2,805,280 .. 8,474,171 .. 2,460,900 .. 1,808,018 .. 34 216,184 
Dee. 27, 19,899,000 .. 3,370,976 .. 2,678,391 .. 3,356,974 .. 2,470,225 ,, 2,256,542 ., 34,032,108 


—Statistical Abstract, No. TV. 1842~56, p. 34. 
+ Autson’s Europe, vol. viii.; Parl, Deb. xcv. 399. 
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The barrier which cut off the bullion in the issue department from the 
banking department having been removed, the pressure and apprehension 
which had existed for some e weeks, owing to a knowledge of the smallness 
of the bank’s reserve, and of the bullion available for banking purposes, 
were at once removed. Eight millions of bullion being, if required, let 
in to the banking department, the general terror was at 2 on end. Hoards 
of bank notes and coin which had been secreted during the panic imme- 
diately came forth; and although the high rate of interest was not imme- 
diately reduced, yet merchants in good “credit no longer found any diffi- 
culty in getting their notes discounted. In a word, the crisis was at an 
end, and the directors were ere long able to reduce the rate of interest 
charged at the bank, till, on 27th January, 1848, just three months after 
Lord Joun Russzt1’s letter was written, it was lowered to 4 per cent.* 
a decisive proof that the previous high rates had been entirely owing ma 
a want of currency and not of capital ; for unquestionably, as will imme- 
diately appear, during the intervening period the available wealth of the 
country, so far from increasing, had undergone a serious diminution.} 
Meeting of Parliament, “a Queen’s Speech, Nov. 23.—As a matter 
of course, Parliament was called together, after this severe crisis, carlier 
than usual, both to deliberate on the state of the country, and to inter- 
ose the necessary sanction to the deviation authorized by ministers from 
the bank charter act. As might have been expected, the leading topic 
in the — speech, and in the debates which followed upon it, were 
the monetary crisis, and the working of that act. The speech said, ‘e Her 
majesty has seen, with great concern, the distress which has for some 
. time prevailed among the commercial classes. The embarrassments of 
trade were at one period aggravated by so general a feeling of distrust 
and of alarm, that her majesty, for the purpose of restoring confidence, 
authorized her ministers to reeommend to the directors of the Bank of 
England a course of proceeding suited to such an emergency. This 
course might have led to an infringement of the law. Her majesty has 
great satisfaction in being able to inform you that the law has not been 
infringed, that the alarm has subsided, and that the pressure on the 
banking ‘and commercial interests has been mitigated. The abundant 
harvest with which this country has been blessed has alleviated the evils 
which always accompany a want of employment in the manufacturing 
districts. Her majesty, however, has to lament the recurrence of severe 
distress in Ireland, owing to the scarcity of the usual food of the people. 
Her majesty trusts that this distress will be materially relieved by the ex- 
ertions which have been made to carry into effect the law of last session 
for the support of the destitute poor. The lord-lieutenant has employed 
with vigor and energy the means which the law places at his disposal to 
detect offenders, and prevent the repetition of offences. But she feels it 


* The rate of interest charged at the bank was reduced as follows: 
25th October, 1847, 8 per cent. | 27th January, 1848, 4 per cent. 
22d Nov ember, Miiicuascta = 15th June, 1848, tar 
2d December, 1847, cc 08 61O8 Meron, TER ict “& 
23a December, 1847, ee ee 
—Tooke, vol. iv. p. 330; vol. v. p. 238, 

+ Tooke, iv. 319, 830 
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her duty to ask the assistance of Parliament in taking further precautions 
against the perpetration of crime in certain counties and districts of Ire- 
land.”* 

Sir R. Peet’s Statement on the Bank Charter Act.—Foreseeing that, 
in the agitated state of the commercial classes in the country, it would 
be impossible to prevent inquiry into the working of the bank charter 
act, ministers wisely resolved to take the matter into their own hands, 
and thereby secure the appointment of the committee of inquiry in both 
houses. A long and important debate, which was continued through 
three nights, took place on the motion made by the chancellor of the ex- 
chequer for the appointment of a committee, but as the topics and argu- 
ments were the same as those of which an abstract has already been 
given on a recent occasion, they need not be again recapitulated further 
than to notice the very important admission of Sir R. Peet on the work- 
ing of the bank charter act. The right honorable baronet said: “I do 
not deny that one of the objects contemplated by the act was the preven- 
tion of the convulsions which have hitherto occurred in consequence of 
the neglect of the Bank of England to take early precautions against the 
withdrawal of its treasure. I am bound to say that in that hope I have 
been disappointed. Looking to recent events, the depression which has 
since prevailed, and the numbers of houses which have been swept away, 
I am bound to admit that that purpose of the bill of 1844, which sought 
to impose, if not a legal, at least a moral obligation upon the bank, to 
prevent the necessity of extreme measures of stringency by timely precau- 
tions, has not been fulfilled. But the bill of 1844 had a triple object. 
Its first object was that in which I admit it has failed, namely, to pre- 
vent, by early and gradual, severe and sudden contraction of the cur- 
rency, and the panic and confusion inseparable from it. But the bill had 
two other objects of at least equal importance—the one to maintain and 
guarantee the convertibility of the paper currency into gold, the other to 
prevent the difficulties which arise at all times from undue speculation 
being aggravated by the abuse of paper credit in the form of promissory 
notes. In these two objects my belief is that the bill has completely 
succeeded. My belief is, that you have had a guarantee for the main- 
tenance of the principle of convertibility, such as you never had before: 
and that, whatever difficulties you are now suffering, those difficulties 
would have been greatly aggravated if you had not wisely taken the pre- 
caution of checking the unlimited issue of the notes of the Bank of Eng- 
land, of joint-stock banks, and of private banks. 

“The country is now suffering from the diminution of its capital and 
the extent of its speculations, and is visiting its blame on the very meas- 
ure which has prevented its difficulties being ten times greater. Every 
body is asking for money, and no one is willing to lend it, and parties 
talk of the act of 1844 being the cause of this state of things, the real 
want being a want of capital, which no government can supply. The in- 
crease of currency is not a multiplication of capital, but only a check on 
the industry of individuals. At all times, a low rate of interest has led 
to exactly the same results of increased speculation in the first instance, 


* Atson’s Europe, vol. viii. ; Parl. Deb. xcv. 14; Ann. Reg. 1847, 188. 
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and of great embarrassment in the next. The results we now witness are 
ascribed by the gentlemen opposite to free trade and the act of 1844; 
but the history of the last sixty years proves that, in peace and in war, 
under the old standard, and before it was restored in the time of an in- 
convertible currency, as well as afterwards, a low rate of interest had al- 
ways produced the same melancholy results. It was so in the panics of 
1784, 1793, 1810, 1819, 1826, 1836, 1837. If you repeal the act of 
1844, you will render the operations of the bank uncontrolled, and give 
back to joint-stock and private banks the power of unlimited issues, 
There has recently been undue speculation, a great issue of paper, and a 
discounting and re-discounting of bills, quite novel in the history of 
commerce. This country and the United States, with a small amount of 
the precious metals, possess a greater amount of bank notes and promisso- 
ry notes than any country in the world. This gives great facility to enter- 
prise, but it is accompanied by great corresponding evils. “ We have of late 
been carrying on a system of commerce far beyond our capital, and the 
standard ought not to be endangered for the sake of bolstering it up. In 
such a case, it is unjust to charge the act of 1844 as having been the cause 
of the deficiency of money, when men ought to be thankful for its having 
prevented the aggravation of their distress by checking an unlimited issue 
of paper. 

“The present pressure, in the main caused by undue speculation, has 
been most seriously aggravated by the expenditure of £33,000,000 in the 
last year, in the purchase of food, which has caused a greal exportation of 
gold, and by the application of an enormous capital for the construction 
of railways, which, though not in the end a dead loss, is, for the present, 
at least, unaccompanied by profit. In these causes an ample explanation 
of the recent embarrassment is to be found, without imputing it to the 
act of 1844. I cordially approve of the conduct which government 
adopted with regard to the bank on occasion of the crisis. The remedy 
for the existing evils was to be found, and could only be found, in the 
efforts of individuals, and in the contracting of engagements, If govern- 
ment had relaxed the law earlier, the exertions of individuals would have 
been stopped, and new engagements would have been entered into. 
When, however, the general distrust in the commercial world had 
reached the length of panic, the intervention of government to check it 
was justifiable and proper. No argument, however, can be drawn from 
the necessity of issuing the letter of 25th October against the act which 
it suspended, for panic is one of those cases in which not legislation, but 
the discretion of government, must be applied.”* 

Answer of Lord G. Bentixcx and Mr. Tuomas Barine.—On the other 
hand, it was maintained by Lord George Bentinck and Mr. Tuomas 
Barre, the last of whom had at first been a supporter of the act of 
1844: “The strongest condemnation of the act of 1844 is to be found in 
the facts that it had not prevented the crisis, that it had not checked it 
after it occurred, and that, in order to stop it, an infringement of the law 
had become absolutely necessary. So far from having checked undue 
speculation, and so prevented the crisis, it had done just the reverse. 





* Auison’s Europe, vol. viii. ; Parl. Deb. xev. 650, 674; Ann. Reg. 1847, 216, 219. 
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The theory on which the bill was founded was, that the bank would be 
constrained to lessen its issues of paper as the gold in its coffers was di- 
minished, and that speculation would be checked the moment it became 
dangerous. Has the result corresponded to this anticipation? So far 
from it, the gold in the coffers of the bank, on 12th September, 1846, was 
£16,354,000, and its paper in circulation was then £20,980,000. On 
17th April, 1847, the gold was reduced to £9,330,000, and the circula- 
tion, so far from being diminished, had increased to £21,228,000; that 
is, by £246,000! So much for the working of the bill, in giving a timely 
check to undue speculation.* 

“The common opinion is, that if there is an over-issue of bank notes, 
it will drive the gold out of the country. That was the fundamental po- 
sition of the famous bullion report in 1811, and it has been the basis of 
all our subsequent legislation on the subject. But in this case the very 
reverse took place; for when it was known that notes would be freely 
issued, hoards of gold immediately made their appearance, and the stock 
of bullion in the bank instantly began to increase. The notes came out, 
and, what was directly contrary to the theory, the gold came back at the 
same time. The effect of the infraction of the law, according to the 
chancellor of the exchequer’s statement, was altogether magical; the 
whole panic ceased; the notes came out, the gold came in, all at the 
same time, and confidence was at once restored, all in consequence of the 
announced violation of the bank act. Apparently, that is an act honored 
more in the breach than the observance; but what is to be said in de- 
fence of an act which never proves beneficial till it is repealed? Whatis 
to be said as to the scourge of 8 per cent. inflicted on the commercial 
community, a direct tax to that amount, imposed not on income, but on 
endangered capital, which all must admit sweeps away all prospect, while 
it lasts, of commercial profit, and is confessedly a direct consequence of 
the act of 1844 ? 

“We are told that it is the famine in Ireland which has caused all the 
distress, and it is doubtless true that a great deal of gold has gone out of 
the country in quest of provisions. But the real cause of it all is the 
combination of free trade with the bank charter act. It is not the high 
price of grain which has occasioned the difficulty. During the last seven 
years of the war the average of wheat was 94s. 6d., and yet we were able 
to raise £70,000,000 yearly in taxes, and borrowed £180,000,000, which 
was at the rate of £26,000,000 a year.” 

Immense effects of the Monetary Crisis of 1847.—Such was the terrible 
monetary crisis of 1847 in Great Britain, the most disastrous and wide- 
spread of which there is any record in the annals of mankind. Its effects, 
not merely in the British empire, but in both hemispheres, have been in 
the highest degree important, and in no instance has the agency of su- 
preme wisdom in educing lasting good out of transitory evil been more 
conspicuous, Beyond all question, it was mainly instrumental in bring- 
ing to a crisis the general discontent in, France, and overturning the cor- 
rupt government of Louis Pumirre; the suspension of credit, want of 
employment, and stagnation of industry among the workmen of Paris, 





* Auison’s Europe, vol, viii.; Parl. Deb. xc, 615, 
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which proved fatal to the Orleans dynasty, had its origin in the bank 
charter act of London. It perpetuated through a course of years the 
misery first induced by the famine in Ireland, and gave rise to the pro- 
digious and long-continued exodus of the Irish people, which hasended in 
transferring two millions of Celts from the shores of the Emerald Isle to 
the transatlantic wilds. It has given comparative security and unanimity 
to the British empire, by extracting the thorn which had so long festered 
in its side, implanted by Irish suffering and envenomed by sacerdotal 
ambition. It has led to the overthrow of the monarchies of Austria and 
Prussia, and, by bringing down the reserve of legitimacy in the shape of 
the Russian battalions to the Hungarian plains, it subverted for a time 
the balance of power in Europe, impelled Nicnoxas into the career of 
Oriental ambition, and ultimately arrayed the forces of the West against 
those of the East on the shores of the Crimea. Finally, it produced in 
the far west and southeast effects still more lasting and important; for, by 
the money pressure it produced in America, it forced the United States 
into foreign aggression as the means of paying their domestic debts, 
transferred California from the lazy hands of the Spaniards, by whom its 
treasures had lain undiscovered for three hundred years, into the active 
grasp of the Anglo-Saxons; revealed to British enterprise, sent into exile 
by domestic suffering, the hidden treasures of Australia; and gave a per- 
manent and beneficial impulse to the industry of the whole world, by pro- 
viding a currency adequate to its increasing numbers and transactions 
in the treasures it brought to light in both hemispheres. 

Lesson which it taught the British people.—If the ultimate effects of 
this great convulsion have been thus widespread and momentous, not less 
important is the lesson it has taught the British people as to the results 
of the new system on which they had adventured, and which, in the very 
outset, had produced such astonishing consequences. The years 1847 
and 1848 are peculiarly worthy of attention to the student of British 
history, for they brought to light the dreadful perils of the combination 
of free trade with a fettered currency in aggravating distress, as the years 
1845 and 1846 had demonstrated the dangers of the monetary system in 
inflaming speculation, It is doubtful which is in the end the most peril- 
ous, or impels a nation most certainly to the brink of ruin. The mode 
in which these double consecutive results have taken place is now per- 
fectly apparent, and they both flow from one cause, viz., the establishment 
of a currency based entirely upon the retention of gold, coupled with a 
commercial system which rendered that retention impossible. This was 
the root of the evil; the Irish famine was an accidental circumstance, 
which brought the danger earlier to light, and in a more fearful form than 
would otherwise have occurred, but was by no means instrumental in 
producing it. 

The Monetary Crisis was owing to Free Trade and a Fettered Curren- 
cy.—That a failure to the extent of nearly a half in the staple food of a 
people numbering eight millions puust of itself produce a frightful amount 
of suffering among the classes affected by it, is sufficiently apparent ; and 
Sir R. Pee.’s monetary system is nowise chargeable with that distress. 
But it is- chargeable, and exclusively so, with the communication of the 
distress from the Irish peasantry to the commercial classes of Great 
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Britain, and the general collapse of credit which terminated in the sus- 
pension of the bank charter act in October, 1847. There is a very 
obvious connection between the failure of a staple kind of food and the 
distress, or even famine, of the people who live on it; but there is no 
natura: connection between such failure and a monetary crisis in a neigh- 
boring country, accompanied with general ruin to the trading classes, and 
commercial embarrassment and bankruptcy for a course of years. The 
agricultural produce destroyed by the potato-rot in Ireland was said to 
be worth £16,000,000—call it £20,000,000 in the whole empire, which 
is probably above the mark. That is only a fifteenth part of the entire 
agricultural produce of the empire, estimated at that period at 
£300,000,000—a much less deficiency, upon the whole, than an ordinary 
bad harvest produces, attended with no extraordinary results, What- 
ever severity of local distress, therefore, such a deficiency might produce, 
it cannot be considered as having been, if it had stood alone, the cause 
of the dreadful commercial suffering in Great Britain. On the contrary, 
by raising the prices of subsistence, and stimulating commerce, it should 
rather have tended to augment mercantile profits, and eghance mercantile 
enterprise in the neighboring island. But the moment a monetary sys- 
tem is established, on a basis which renders the currency and advances 
by bankers exclusively dependent on the gold in the bank’s coffers, any 
adventitious circumstance which occasions an unusual drain upon those 
coffers, which a great importation of food invariably does, produces a 
contraction of advances, a rise of interest, a destruction of credit, from 
which it requires along course of years for any nation, even the most 
prosperous, to recover. 

Dangers of Free Trade and a Fettered Currency.—But this is not 
all. The combination of free trade with a gold-dependent currency, 
not only necessarily renders any adventitious cause which occasions 
a great export of gold the forerunner of commercial embarrassment 
and ruin, but it perpetually keeps the nation on the verge of such a 
catastrophe. It augments fearfully the chance of its occurrence, more 
especially in an old, opulent and luxurious State. As such a community 
can bring into the market the fruits of the accumulated industry of seve- 
ral centuries, while the poor States from which it purchases subsistence 
can only bring the fruits of two or three years, the means of consumption 
of the one infinitely exceed those of the other. Thence the trade between 
them necessarily runs into a huge excess of imports over exports, the 
balance of which, of course, must be paid in cash. This, accordingly, 
has taken piace in the most remarkable manner in the trade of Great 
Britain with all the nations from whence she imports largely rude pro- 
duce, and which has terminated in a settled balance of imports over ex- 
ports of from £30,000,000 to £40,000,000 a year.* 





* Auison’s Europe, vol. viii. 
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Finances of the United States. 


FINANCES OF THE UNITED STATES. 


Tue annual report of the Secretary of the Treasury for the fiscal year 
ending 30th June, 1862, was laid before Congress on Friday, December 
5th. No official report from this department has been looked for more 
eagerly within the past thirty years. The people are seriously awake to 
the momentous importance of the public debt, to the vast expenditure 
involved by the rebellion, and to the necessity of maturing measures for 
the permanent restoration of the government credit, and for liquidating 
the debt now about to be further enlarged. 

The annual report of the Treasury has at all times been an important 
document to the country. It is especially so now, in view of the inter- 
ests at stake, and of the actual necessity of adopting measures for the 
faithful discharge of the obligations created by the War and Navy Depart- 
ments. The report exhibits in clear language the existing state of the 
public finances, and the probable wants of the Treasury up to the 30th 
June, 1864. The Secretary, after all, is merely the government banker ; 
and, as such, is called upon to raise fands to meet the demands of other 
branches of the service, as authorized by Congress. No moneys can be 
raised except under express provision of Congress ; none can be spent 
except under contracts authorized by that body. 

The extraordinary expenses incurred in the defence of the Union have 
created a debt amounting to upwards of six hundred millions of dollars. 
The actual debt on the 1st July, and the estimated debt at the close of 
the present fiscal year, and the next fiscal year, is as follow: 


July 1, 1862, actual, socaiciay SOMALI STI 
July 1, 1863, estimated, 1,122,297,403 
July 1, 1864, estimated, 1,644,685,586 


The receipts from customs, direct tax, internal revenue and other 
sources for the current year ending 30th June, 1863, are estimated by 
the Secretary at woe eee 180,495,345 

200,129,717 
esse 131,021,198 
And there will be required the further sum of..... 276,912,517 


To cover the actual expenditures of the fiscal year, esti- 
mated at.... $ 788,558,777 


This deficit it is proposed to cover by the further issue of six per cent. 
bonds, without any enlargement of the present volume of United States 
notes ‘bey ond what may be warranted by the withdrawal of bank note 
circulation, or the increased range for its use as the area recovered from 
the rebellious States shall be enlarged. 

35 
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The Secretary refers to the opinion prevatent in certain quarters as to 
the enlarged volume of paper circulation ; but he claims that the increase 
is no more than commensurate with the extinction of gold and silver as 
acurrency. He states that the bank currency in the loyal States on the 
Ist of November, 1861, was.......cseccccccecsesese oH 130,000,000 
And the gold and silver then in circulation was.......... 210,000,000 
And government Demand notes was.......sseeeeseee+s 15,000,000 


Making a total in the loyal States of............+++++ + +8 355,000,000 
Whereas the paper circulation November, 1862, was only. 377,000,000 


This latter sum, showing an increase during the twelve months amount- 
ing to $22,000,000, consisted of— 


Bank circulation in the loyal States augmented to.......$167,000,000 
And government circulation,.........+++++eeeeeeeeees 210,000,000 


The advantages of confining the paper circulation of the country here- 
after to gov ernment notes are fully commented upon by the Secret: ary. 
He undertakes to show, first, that Congress has constitutionally exclusive 
control over this matter ; and, secondly, that the permanent interests of 
the people demand a paper currency guaranteed by the Treasury and se- 
cured by the public revenues; thus avoiding the fluctuations and revul- 
sions such as have marked the progress of the country during the past 
thirty years, and maintaining uniformity of value throughout “the coun- 
try, W ith certainty of redemption. 

This uniform circulation, the Secretary argues, should be issued 
through banking institutions, depositing government bonds as collaterals 
—the banks thus making an interest on the bonds held, and another in- 
terest on the sums loaned, equivalent, on the whole, to the profit now de- 
rived from ordinary bank circulation. 

The new bureau of internal revenue will, it is thought, be more pro- 
ductive the second year. The revenue proper for the two years ending 
30th June, 1864, is “estimated as follow: 


Year 1862-63. Frog 1863-64 
TTT eee es | , 736 € 70,000,000 
Public lands,.... nee 88,724 25,000 
Direct tax,...... i , 11,620,718 pias aan 
Internal duties,... 85,456,304 150,000, 000 
Miscellaneous, .. re 2,244,316 3,000,000 


TWO yeaTs,....ccceseceeeeeee$167,451,798  .. $223,025,000 


The expenditures will of course depend upon the movements of the 
army and navy, and upon the results of the efforts to put down the re- 
bellion. These extraordinary expenditures may cease within six months, 
or may be protracted to the year 1864. To extinguish obligations al- 
ready contracted, and those which will probably arise during the present 
fiscal year, will in themselves demand large appropriations by Congress. 
The furfds for this purpose must be provided under laws yet to be adopt- 
ed by the present Congress. 
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The general conclusions at which the Secretary arrives are as follow: 


“1, He recommends that whatever amounts may be needed beyond 
the sums supplied by revenue and through other indicated modes, be 
obtained by loans, without increasing the issue of United States notes 
~~ the amount fixed by law, unless a clear public exigency shall de- 
mand it. 

“2, He recommends, also, the organization of banking associations 
for the i improvement of the public eredit, and for the supply to the people 
of a safe and uniform currency. 

“3, He recommends no change in the law providing for the negotia- 
tion of bonds, except the necessary increase of amount, and the repeal of 
the absolute restriction to market value and of the clauses authorizing 
convertibility at will.” 

If these views meet the concurrence and the support of Congress, the 
Secretary believes he will be able to maintain the public credit. 

The total coinage of the year is stated to be $65,023,658, including 
the refining of gold bars at New-York. The branch mint at San Fran- 
cisco and the Assay Office at New-York are in active operation. The 
mint apparatus at New-Orleans has been greatly injured, and secreted at 
various points in that city, and has been recovered, but not put in opera- 
tion. The coinage operations there will not be resumed at present. In 
view of the fact that more than nine-tenths of the gold received by the 
States east of the Rocky Mountains are received at New-York, the present 
seems a desirable period to remove the coining apparatus from New- 
Orleans to that city, so that a branch mint may be established there at a 
small cost; but upon this point the Secretary makes no remarks. The 
public interests as well as private interests clearly demand the establish- 
ment of such a branch mint at New-York, and we hope it will be estab- 
lished under a law of the present session. The creation of such a branch 
would not interfere in the least with the coinage operations at Philadel- 

hia. 
. The views of the Secretary in reference to the currency will be ap- 
proved of by the friends to a national, uniform and reliable circulation. 
The temptation existing of late years to expand bank issues, for the sake 
of profit to the stockholders, is such, that under present laws the commu- 
nity will always be liable to an excess of bank paper. Permanency, sta- 
bility and uniformity of value should be secured; and all temptation to 
excess, for individual profit, should be avoided. As long as there are 
fifteen hundred issuers of bank paper, as at present, gov erned by no gen- 
eral laws, controlied by no principle except that of private gain, and the 
paper possessing no uniform value near to, or remote from, the points of 
issue, the country will be liable to severe revulsions. The experience of 
the past should dictate more prudence and restraint for the future. If 
banks of all the States were uniformly well managed on sound princi- 
ples of finance, no recurrence of commercial revulsions would follow. 
But unfortunately the sound banks are exposed to the evils arising from 
the extravagance and speculative tendencies of,a large class created 
merely for the purpose of an enlarged circulation. We have in this 
country more than thirty systems of banking, under which, expansion 
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and contraction, speculation and revulsion, follow each other. The con- 
servatism of one State is followed by the rashness of another. It is 
under such an unfortunate and inharmonious system of systems that over 
one hundred so-called banks have been extinguished in two Western 
States during the past year, and the holders of their paper, represented 
to be “WELL SECURED,” have suffered a loss thereon of ten to fifty per 
cent. e 

The Secretary recommends no mere paper money scheme ; but, on the 
contrary, a series of measures looking to a safe and gradual return to gold 
and silver as the only permanent basis, standard and measure of values 
recognised by the constitution, between which and an irredeemable paper 
currency, as he believes, the choice is now to be made. 

The Secretary alludes felicitously to the undeveloped resources of the 
country in its mineral regions. It has already produced nearly one 
thousand millions of dollars in gold since the year 1849. Its iron and 
copper and coal possess still greater importance. To this let us add the 
vast water-power of the country in connection with its manufacturing 
system, and the United States may, with peace, soon extinguish its na- 
tional debt and become the feeder of Europe. Herein lies one great 
source of national wealth. We produce two hundred millions of bushels 
of wheat annually; one-half only of which is required for the use of our 
own people. The other half will go far towards the adjustment of an 
otherwise unfavorable balance of trade. 

Assuming the early restoration of the country to its normal condition, 
the resumption of peace and the re-establishment of industrial pursuits 
among our people, the Secretary estimates a surplus annual revenue of 
fifty-five millions of dollars, applicable to the extinguishment of the 
public debt. This debt, however vast its proportions, will be rapidly 
extinguished upon the return of peace. If sound principles of national 
economy be firmly adhered to, domestic manufactures wisely protected, 
our grain fields equally productive, and our mineral resources carefully 
nursed, we may then in reality become independent of Europe and her 
pauper labor, and in a few years be free from debt. 

The Secretary alludes to the enormous national debts and expenditures 
existing in Europe. Thus, Great Britain pays annually, in profound 
peace, three hundred and sixty-four millions of dollars; this, too, with a 
less population than our own; France disburses annually, as government 
expenditure, four hundred and twenty-one millions; and Russia two 
hundred and thirty millions of dollars; while our own, exclusive of the 
war and navy, were, until lately, less than twenty-five millions. 

The report of the Secretary should inspire confidence among our capi- 

talists and people: first, as to the facility of restoring the currency to a 
condition contemplated by the framers of the constitution; secondly, as 
to the ability of our people to withstand a heavy burden of taxation ; 
and, finally, in the productive resources of the country, beyond all the 
nations of the earth. 
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Tue Nartionat Banxine System. 


It has been urged that in case the paper circulation of the country were 
to consist of United States Treasury notes, “ the rates of the commercial 
exchange market between Chicago and New-York will impose themselves on 
United States Treasury notes, redeemable in Chicago, with as little respect 
as on the local currency. Even gold itself cannot be kept of uniform 
value in the two places.” 

It is an unquestioned fact, that the difference of exchange between any 
two places is simply the cost of transmission of gold from one point to 
the other. This rule will hold good under the existing system of a bank 
circulation, issued by thirty or more different States. It will also be 
maintained in case a government note currency shall be adopted for the 
whole country. This was the case when notes of the Bank of the United 
States were at par throughout the Union, in the years 1820 to 1833, and 
when the rate of exchange between Western cities and Atlantic cities 
rarely exceeded one-half of one per cent. The greater convenience of 
remittance will make exchange cheaper in United States notes than in 
gold. 


II. The second objection urged to the recommedation of the Secretary 
as to the adoption of government bonds, is the ground that “ Congress 
has already authorized the issue of Treasury notes to the extent of three hun- 
dred millions of dollars, As this exceeds by fifty millions the amount of 
bonds that Mr. Cuase estimates would be taken up by the banks, it is not 
apparent how the Treasury is to be helped by the smaller circulation.” 

This objection is not fairly stated. It will be found that of the three 
hundred millions authorized, there must be reserved from issue fifty mil- 
lions. In fact, the demand for bonds by banking associations, under the 
proposed system, will be constant, and will thus contribute materially to 
the support of that public credit in which all persons feel a deep interest. 
By the agency of such associations the negotiation of government bonds 
will be essentially promoted among the people. Finally, it may be said 
that the uniformity of the proposed currency would impart stability to 
commercial transactions, and thus result in decided advantages both of a 
public and private nature. 


Ill. “ The measure of the Secretary would be sure to launch the govern- 
ment on a sea of disputed opinions, and to involve the whole economy of the 
country with the hazards of political dissension. Mr. Guturtr, one of the 
immediate predecessors in office of Mr. Cuase, and representing on this 
question a long dominant party in the government, insisted, in his several re- 
ports to Congress, the constitution recognises no currency but gold and silver.” 

To this objection it may be answered: 

First. That the use of Treasury notes for governmental purposes has 
been recommended by the Treasury Department at numerous periods 
from the year 1812 to 1850. Itis not suggested now by the department 
that they be used without adequate provision for their prompt redemp- 
tion in coin, at an early day after the resumption of peace. 
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Secondly. The proposed general use of government notes as a currency 
throughout the country, does not conflict with the constitutional provi- 
sions upon the subject of money. On the contrary, it may be shown that 
the purpose of effecting a solid and reliable currency, “ to coin money, and 
regulate the value thereof,” can be effected only by the federal govern- 
ment, and by its taking sole control over the paper issues of the country. 


IV. “ In the State of New-York alone, above thirty millions of stocks 
and bonds, many of the former purchased from the State at a high premium, 
constitute the basis of their circulation. A similar security forms the 
guaranty of currency in other States, the whole probably amounting to 
seventy or eighty millions of dollars.” 

In the first place, the proposed change is left to the voluntary move- 
ment of bankers and capitalists. It is no forced measure, It is intended 
for those who might prefer such a basis for banking, and will apply mainly 
to institutions hereafter chartered, and to those which at this time give 
no security for such credits. 

In the next place, instead of “seventy or eighty millions of dollars” 
being already the amount of collateral State bonds held as security for 
the circulation of two hundred millions of dollars, it will be found that 
the aggregate deposit is less than forty millions of dollars. Thus we 
find, that in nine States only out of thirty-four is the principle of State 
bonds security adopted, and in these to the following amounts in the 
present year; while in two or more States, where the system was once 
adopted, it was subsequently abandoned, having failed, owing to the want 
of proper restrictions as to bonds receivable as security : 


Circulation. State Bonds. 
New-York State,.......... $37,500,000 .... ... $26,680,000 
Massachusetts. ccc cccccs 29,420,000 2,600,000 
Ohio, 10,033,000 ....... 3,608,000 
IN ss a occ. eintor'g nerds bie , 600,000 moe 600,000 
Indiana, 6,660,000 1,100,000 
Missouri, : 4,520,000 ....00. 2,500,000 
Wisconsin, 2,640,000 2,640,000 
Iowa, 1,164,000 . 1,164,000 
Minnesota, 80,000 80,000 
$ 92,617,000 $ 40,972,000 

Other States, 74,383,000 


$167,000,000 


Of the $37,500,000 circulation of the State of New-York, about 
$17,000,000 is secured by New-York State bonds, $10,000,000 by United 
States bonds, $6,000,000 by bonds and mortgages, and $4,000,000 un- 
secured, 


V. “ Hence (it has been remarked) the body of our whole economy in the 
loyal States-would be seriously injured by the displacement of the present 
basis of bank currency. Is it not manifest at a glance that great injury 
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must be encountered by the forcible ejectment from a fixed and profitable 
relation of a large mass of securities not liable to be materially increased 
and the forcible substitution in their stead of securities which are liable to 
indefinite increase, and which, from that condition alone, are subject to a 
capricious fluctuation in the market? We have no experience that can 
justify an attempt so hazardous to the common interests of society. It 
must be clear to the feeblest comprehension that by so much as the credit and 
strength of the federal bonds would be improved by the plan of Mr. Cuase, 
an inverse injury would result to the State obligations, and to all property 
involved with them. Isit a sound policy to advance one interest at the ex- 
pense of another, without advantage to the whole body ?” 

We have shown that the aggregate bank circulation of the country 
was, during the year 1861, about $202,000, 000, of which only $30,000, 000 

was secured by deposits of State bonds. The remainder, $170,000,000, 
was unsecured, except less than seven millions by bonds and mortgages, 
issued in part by responsible and well- conducted and legitimate banking 
institutions, but a large portion by irresponsible parties, under the color 
of law. 

The inadequacy of the security in the States where miscellaneous 
State bonds are received is, however, practically demonstrated by the 
fact, that in two States ‘only where such security is furnished, there have 
been, within twelve months, upwards of one hundred failures of banking 
institutions, whose paper is now redeemed by State authorities at rates 
varying from 50 to 90 cents per dollar, and in a few cases only at or 
near par, the deficit or loss falling upon a large portion of the people, 
who were involuntary creditors of these concerns. This, too, years sub- 
sequently to the disastrous revulsion of the year 1857 ; itself brought on 
by a then late adoption of the State bond system. 

In the State of Illinois alone the failures of banks numbered eighty- 
nine this year, whose paper is redeemed by the Auditor of the State, 
according to official notice, as follow : 


38 banks,.... .. from 50 to 60 cents per dollar. 
25 e Siaseaeweaian —* Marencie sg 
11 * maw * Ree * . 

ag twas * Seay * 


as sebiacat Sead 95 * s 


we  seiesdeneee ae 100“ - 

In this State the securities adopted as a basis of issue included bonds 
of the States of Missouri, Tennessee, Virginia, North Carolina, Georgia, 
as well as those of Illinois and the United States, Michigan, Tow a, 
Ohio, &e. 

In the State of New-York, where an admirable system is adopted for 
the security of the note- holder, the community enjoy more confidence in 
their local bank circulation, and it rarely happens that any loss arises 
from this source. But even here the system could be advantageously 
amended by excluding bonds and mortgages as a basis of circulation, and 
by confining the securities to bonds of the State of New-York and of 
the United States. 
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There are at this time upwards of nine hundred banking institutions 
engaged in the issue of bank notes, who give no security whatever for 
their circulation; in other States a partial security only, and in few States 
is that security given for the final redemption of such paper which a due 
regard to constitutional provisions and to the rights of the community 
would seem to demand. 

The financial history of the country shows, beyond cavil or dispute, that 
the revulsions which have marked the century (and the past thirty years 
especially) have been caused by excessive issues of bank paper. The great 
and permanent interests of the country have been sacrificed to the rush for 
private profit. The success and existence of well-managed and legiti- 
mate banking institutions have been jeopardized, and in 1837 and 1857 
destroyed, by the wildness and extravagance of other institutions that, 
under the color of law, crowded their circulation upon their communi- 
ties, and failed to redeem it when called upon, thereby making a wreck 
and ruin of a large number of banks, sound and unsound. 

The safety of the community, therefore, and the existence of well- 
managed banking institutions both demand, either from the general or the 
State governments, a system whereby redemption of bills shall be secured. 

Without attempting to show the well-grounded opinions of Wasuine- 
TON, of JEFFERSON, of Mapison and Hamittoy, in relation to the abuses 
of a paper currency in the early days of our history; and without at- 
tempting an exposition of the constitutional features regarding the cur- 
rency, it may well be urged that the interests of the whole community 
are paramount to those of limited sections; that existing legislative 
enactments have proved insufficient to curb the tendency to excessive bank 
issues ; that a paper currency at par throughout the whole Union, equiv- 
alent to gold and silver at all points and at all times, capable of per- 
forming invariably the immense exchanges of the country, and giving se- 
curity to the note-holder, beyond contingency, can be created only by 
the power of the general government, and maintained inviolate by the 
property of the whole people, or by more stringent laws of the indi- 
vidual States. 

Jt may be said, emphatically, that the States thus far have not created 
or authorized a paper currency possessing stability, uniformity of value 
and absolute certainty of redemption ; but that these desirable ends can be 
perfectly and permanently secured by a national currency. The system 
recommended by the Treasury will, if adopted, thoroughly remove all 
liability to loss on the part of the note-holders; it will, by healthy re- 
straints, obviate the former risks of expansion, sudden contraction and in- 
evitable revulsion ; and by a national currency, at once uniform and reliable, 
remove the existing causes of loss by exchange between portions of the 
country remote from each other. 

There need be no ground for disturbance of the present relations be- 
tween capital and capitalists; between State credit and that of the 
government. The change contemplated may be made a gradual one, un- 
felt by the large masses of the people, who are the only ones to be con- 
sidered in deciding the question, and substituting a circulation based 
upon the’credit, property and resources of the nation, for one issued 
largely by irresponsible individuals. 
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On the score of profit to the banks, it would appear that they will 
realize an interest of six per cent. on the bonds held by them, and six 
per cent. further on their loans, besides the ordinary profits on deposits 
and on exchange operations: subject only to a moderate charge for the 
cost of circulating notes. 


VI. “ The fact is notorious to all bankers and merchants, that the volume 
of credit was much less on the first of November, 1862, when the premium 
on gold was near thirty-eight per cent., than on the first of November, 1861, 
when it was freely paid out at par over the bank counters. The increase 
of the deposits was due to the fact that the weight of dealings was in cash 
or bank account, instead of credit, as had been the rule. The dealer was 
obliged to keep heavier deposits to meet his heavier cash payments, The 
apparent increase of bank loans was caused by advances on government 
certificates of indebtedness, and by direct or indirect loans to the federal 
Treasury. Commercial credit was everywhere contracted in an unpre- 
cedented degree. The banks could find few promissory notes to discount. 
There remains, then, only the thirty-seven millions of dollars increase of bank 
circulation, on Mr. Cuasx’s theory, to account for the premium of thirty- 
eight per cent. on gold. Had the circulation of Treasury notes, which then 
reached two hundred and ten millions of dollars, nothing to do with it?” 

The statement above made is at variance with the facts before us. 

There was no occasion for the addition of one dollar to the bank cir- 
culation existing at the time of suspension, on or about the first day of 
January last. ‘There was then sufficient for the reduced wants of busi- 
ness among the people. 

The issue of United States notes has not, to this date, filled the vacuum 
caused by the extinction of gold and silver as a circulating medium in 
the year 1861. The government notes have not, in fact, been sufficient 
for the extraordinary expenses of the current year, which are tenfold those 
of ordinary seasons. 

But the fact that expansion has taken place in the year 1862, in the 
shape of bank circulation and deposits, is sufficient to show that the 
legal restraints enforced by State authority are not sufficient to forbid 
expansion when the true interests of the community demand curtailment. 

It is a proper subject of inquiry, as to how far the increase of bank 
deposits during the present year may be ascribed to the freedom with 
which the banks have made discounts or loans; which are in fact 
inscribed credits upon their books in favor of the parties for whom they 
are made, though called “ deposits;” while the banks have relieved them- 
selves from every obligation to meet their liabilities except by their 
payment in their own notes, 

It would be satisfactory to know, also, how far the government notes 
have been used as a legitimate increase of loans, and as a power to dis- 
count. 


VII. As regards the remark by our cotemporary, that the bonds now 
deposited in the Bank Department of New-York have reached a premium 
of fifteen to twenty per cent., and that the displacement of such stocks, or 
the substitution of United States bonds for them, would affect the price of 
those now pledged, as well as the whole volume of such securities, it may 
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be urged that this argument is the best one that could be brought for- 
ward in favor of government bonds and government credit. It is 
because the latter occupy a larger space, possess more importance in the 
eyes of the nation, and are entitled first to the consideration of the 
country, that they claim precedence, in this connection, over those of 
the individual States. 

The adoption of national bonds throughout the country as a basis of 
bank circulation, and especially in those States where no collateral se- 
curity is at present given for such issues, would at once give them 
greater prominence in the eyes of capitalists and the people ; and the 
market value thus enhanced upon a part would affect favorably the 
whole issue of government bond securities. The whole mass of the 
people would thus derive a benefit by the enhanced value attained by 
the whole, through the use of a portion by the banking interest. 


PAPER CURRENCY IN INDIA. 


Extract from a letter from the American Consul at Calcutta to the 
Department of State. 


Marcu 14, 1860. 


I have the honor to inform the department that the financial measures 
referred to in a former despatch have been followed, on the 3d instant, 
by a bill for the establishment throughout India of a paper currency, the 
principal points in which are as follow: 

1st. That notes shall be issued by the government, and the govern- 
ment alone, payable to bearer in sums of rupees, 5, 10, 20, 50, 100, 500 
and 1,000, which notes shall be a legal tender in payment of all debts, 
land, revenue and other government dues included. 

2d. That the country shall be divided into three presidencies and a 
number of subordinate circles, each containing a central bank of issue, 
and that all notes shall be redeemable, for cash, either at their place of 
issue or at the principal treasury of their presidency. 

3d. That to secure the convertibility of the notes, every treasury shall 
be bound, at all times, to keep in reserve one-third of the cash paid in 
exchange for notes, the remaining two-thirds being at once invested in 
government securities, the interest derivable from which shall be public 

rofit. 
. 4th. The whole system to be under the control of currency commis- 
sioners, one for each presidency, with deputies for each circle, who are 
to be totally independent of the executive government. 

5th. A public statement of the cash reserve in each treasury to be 


made monthly. 
6th. Private banks to be restricted from issuing notes as at present. 
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AMERICAN CURRENCY IN CANADA. 


Tue following order has been issued under date of October 31, 1862: 


Order authorizing Collectors of Customs to make certain deductions 
Srom American Invoices. 


His Excellency, the governor-gencral, in council, was pleased to lay be- 
fore the council a memorandum of this day’s date from the Hon. the 
Minister of Finance, stating that it has been represented to his depart- 
ment that the paper currency authorized and made a legal tender by the 
United States government has become greatly depreciated in value, and 
that the market value of goods in the several markets of the United States 
is based upon the nominal value of the said paper currency, and that the 
levying of duty upon this value so based is injurious to trade, and has 
the effect of making the duty so imposed greater than it would be if im- 
posed upon the fair market value thereof, if such value was expressed in 
the standard currency of the United States, which was the only legal 
currency in that country where the customs laws of this province were 
enacted. 

His Excellency was pleased to order, and it is hereby ordered, that, 
with a view to remedy as far as possible the evils complained of, all in- 
voices of goods purchased on and after the 1st day of November prox., 
in the United States, the prices of which are based upon such depreciated 
paper currency, shall, upon the entry thereof, be accompanied by a cer- 
tificate, under the hand and seal of a British consul, showing the per 
centage of depreciation of American paper currency as compared with 
gold, on the day of the date of such invoice; and that collectors of cus- 
toms in this province be authorized to deduct the amount of such per 
centage from the invoice, and compute the duties upon the amount re- 
maining after such deductions. 


CrrcuLarR To CoLLEectors or Customs. 
Quesec, Vovember 11, 1862. 


Sir,—With reference to the order of the Governor-General in council, 
of the 31st October last, published in the Canada Gazette extra of No- 
vember 3d, of which a copy was inclosed to you for your guidance, I 
have further, by desire of the Finance Minister, to inform you that all in- 
voices of goods purchased in the United States must be made out and 
presented at the custom-house, in the prevalent current prices of the 
United States markets, and as they would be paid for in the depreciated 
paper currency of that country at the time of the transaction ; and should 
invoices of goods purchased in American markets be presented showing 
the value of such goods in gold instead of such depreciated currency, it 
will be your duty in such cases to consult ‘the prices current in New- 
York, and otherwise ascertain by any means in your power, the current 
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value, in such depreciated currency, of the goods mentioned in such last 
mentioned invoices, and thereupon to make such additions to the gold in- 
voices as will be justified by the prices current as quoted in the New- 
York Spectator or Journal of Commerce. The deduction is then to be 
made from the amount of the invoice in accordance with the per centage 
of depreciation shown by the consular certificate. 

I am, sir, your obedient servant, 


R. 8S. M. Bovcuerte, 


A Decision of Commissioner of Revenue.—The Commissioner of Internal Revenue 
has made the following decision in reference to banks and brokers: 

Licensed bankers, as well as incorporated banks, may draw and sell their own 
drafts on their surplus funds accumulated in the ordinary course of business in other 
places, without a broker’s license, as their selling of such drafts is not “ dealing in 
the exchange relating to money” within the meaning of the subject of the qualitica- 
tion. Banks and licensed bankers must have the licenses of brokers if they do the 
business of brokers, as described in the law. 

Missing Treasury Certificates.—On Wednesday last, the 3d instant, there disap- 
peared from this office a package of blank “ Certificates of Indebtedness,” of the 
denomination of five thousand dollars, numbered from 14,501 to 15,000, both inclu- 
sive. Nocertificates like them have ever been issued from this office, and none will 
ever be issued. 

The true certificates of the denomination of five thousand dollars have the num- 
bers written on the face, in red ink, at the upper corners, directly under the marginal 
border. The words “if the order blank be not filled up, this certificate, issued to 

, will be paid to bearer,” are printed on the back of the certificates in red 
ink. All that have been issued since about the Ist instant, commencing about No, 
11,800, have the large denomination, ‘ 5,000,” printed on the face in red ink, All 
certificates that will issue from this office in future will be like those issued hereto- 
fore. Those in the lost package differ from the genuine in having the words above 
quoted, viz.: “ If the order blank be not filled up, this certificate, issued to . 
will be paid to bearer,” engraved on the face of the certificate, beginning over the 
vignette, and there taking the place of the border, and continued below on each end, 
over the engraved denominations of “5,000.” The numbers are printed in on each 
end, in red ink, under the “ 5,000” denomination; the large denomination is in green 
ink. Certificates of the denomination of one thousand dollars, answering to the de- 
scription of those lost, have been and are being issued ; but none of that denomina- 
tion have been lost. 

On all genuine certificates there is an ornate figure or garland placed over and 
under each of the two scrolls containing the denominational figures “5,000,” The 
garland matches three indentations of the scroll, running lengthwise of the certiti- 
cate, and is about three-quarters of an inch wide in the centre, tapering both ways 
from the centre. On the lost certificates this garland does not appear. 


F, E. Spryver, Treasurer of the United States. 


Treasvry or tHE Unirep Srares, ) 
Washington, December 8, 1862. § 


The Boston Stock Exchange Board, in September last, elected the following 
officers for the ensuing year: 

President, Gitsert Atwoop; Vice-President, Joun E. M. Grurey; Secretary, Jous 
J. Sorey; Treasurer, Natuantet Tracy ; Standing Committee, Cuantes L, Waywanp, 
Tuomas J. Lez, Georce W. Lone, 
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AUTHORITY OF BANK OFFICERS. 


Letter from the Secretary of the Treasury as to the authority of Bank 
Presidents and Cashiers to endorse Government Bonds. 


Treasury Department, Vovember 18, 1862. 


Sir:—Your letter of the 13th inst. is received, stating that the ques- 
tion has been put to you a number of times: If “ United States bonds 
are issued in the name of a bank, the endorsement of the president 
of the bank is required, or whether that of the cashier will be sufficient, 
without proof being required of the appointment of such person as 
cashier. The custom has been, I understand, in New-York, in negotia- 
ting United States bonds, to require the signature of the president. 
Is this according to instructions from your department ?” 

This department has promulgated no general instructions in regard 
to the endorsement or assignment of coupon bonds of the United 
States since the regulations of 15th August, 1849. The indebtedness of the 
United States, which has been issued in the form of coupon bonds, was 
made in that shape to afford the most convenient facilities for its ready 
negotiation, and these regulations interposed no obstacle to the cireula- 
tion of such bonds from hand to hand according to that purpose. The 
Treasury is only interested in the negotiation of such coupon bonds 
so far as to secure the due payment of their amount to the -lawful 
holders at their maturity. Ordinary mercantile endorsements or assign- 
ments of United States coupon bonds, payable to order, were there- 
fore expressly recognised as sufficient by these regulations, if, when they 
come here for the payment, the bonds were accompanied with an afti- 
davit of ownership by the holder. 

Conpon bonds issued to a bank or other corporation or its order, 
must, to pass the lawful title to other parties, be endorsed or assigned 
by the officer or agent of such corporation, who by law creating it or 
the by-laws under it, have been invested with the authority to transfer 
such property of the corporation. 

In some banking corporations such authority to transfer their securi- 
ties has been conferred on the cashier, in others upon the president, in 
others again upon a standing committee of the corporation. No general 
instructions can, therefore, be given by this department designating the 
officer of a bank authorized to endorse the coupon bonds belonging to 
it. The purchasers of such coupon bonds issued to a bank must satisfy 
themselves that the property of the bank has been transferred by the 
endorsement of the proper authority. Such endorsements will not be 
questioned here unless when a caveat shall be received previous to the 
redemption of the bonds, alleging forgery or other fraudulent endorse- 
ment. 

S. P. Cuasz, Secretary of the Treasury. 


Ezra Lincoy, Ese., Assistant Treasurer, Boston. 
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The Stock Market for 1862. 


THE STOCK MARKET FOR 1862. 


Tue market for November was a very active one, resulting in lower 
rices than those prevailing in October for prominent rail-road shares. 
New-York Central shares were 1 below the highest price of October ; 
Erie, 4; Harlem, 2}; Reading, 2; Michigan Central, 3; Michigan South- 
ern, 34; Galena and Chicago, 2; Cleveland and Toledo, 2}; Chicago 
and Rock Island, 13. 

In government loans the values were also slightly lower in November. 
The highest price of Tennessee sixes was 3 per cent. below that of Octo- 
ber; North Carolina, $: California sevens, 14; Missouri sixes, 43; Pa- 
cific Mail, 84. 

The dividend of the New-York Central Road, in November, was 34 
per cent., free of government tax, an increase on the August dividend, 
but still one-half per cent. less than was anticipated. The earnings are 
understood to be $4,000,000, net, which gives ten per cent. on both debt 
and stock. As the debt is running at 6 @ 7 per cent., and the aggre- 
gate dividend of the year is only 6} per cent., there must be over a mil- 
lion of dollars surplus of the year’s earnings. 

The Panama Rail-Road has declared a quarterly dividend of three per 
cent. out of the earnings of the road, and one per cent. additional from 
the earnings of steamers, &c., payable on the 5th of January ; the Michi- 
gan Central Rail-Road Co. a dividend of five per cent., (five dollars per 
share ;) Chicago and Rock Island Rail-Road Co., three per cent. ; Galena 
and Chicago Rail-Road Co., three per cent. 

A second organization for active business in the New-York Stock 
Exchange market, independent of the present Stock Exchange Board 
of Brokers, was resolved upon, by a meeting of gentlemen friendly 
disposed to the movement, at the Fifth Avenue Hotel. The meeting 
embraced a representation from the leading exchange and money 
brokers in Wall-street, besides the outside operators on the Stock Ex- 
change, the most substantial of whom, in point of private wealth and re- 
spectability, took a leading part in the preliminary proceedings. Several 
members of firms already represented in the old board were also present, 
one of whom, Mr. Leonarp W. Jerome, presided. Mr. Henry Crews, 
of Livermore, CLews & Co., acted as Secretary. The report of a com- 
mittee, previously named at an informal conference on the subject, was 
made by the chairman. The first ‘step to the proposed organization was 
recommended to be the careful and discriminating selection of a board of 
managers, to consist, primarily, of nine fnembers, to be named at the 
present meeting, who are to select, with a judicious view to their responsi- 
bility and usefulness, sixteen colleagues out of all the names presented in 
the next four or five days for membership in the new organization. And 
these twenty-five are to constitute the new board, until they pass upon 
all the other names or applications presented for membership. The 
meeting, after adopting this plan of preliminary organization, adjourned. 
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THE PRICE OF GOLD. 


In our numbers for August, September, October and November, we 
published the daily fluctuations in the value of gold, up to the 25th of 
October; the highest quotations being 137 for gold, and 31 per cent. 
premium for silver. This occurred on the 15th October. Since then, 
the lowest price was 127, 

The extreme range of premium on gold, since March last, has been as 
follow : 


April, 1862,.... — 24) September, 1862,. .+- 164 @ 24 
May, ) 44) October, - 22 @ 37% 
June, _ Si Movember, “  cececccccc 28% @ 33} 
July, ‘ 8% @ 208 | December, (to 20th,) 1862,.. 284 @ 34 
Aaa, cskcases -+e 124 @ 163} 


Lowest AND Hicuest Prices or Gotp at New-York. 


Sept. 15,.. 1174 @ 117] ..Qct. 1%,.. 1 )1388 .. Nov. 19,.. 130 @ 131 
16,.. 1164 @ 1172 .. 18,.. 129 @180 .. 20,.. 1804 @ 150} 
17,.. 116 @ 117% .. 20,.. 127 @129 .. 21,.. 1803 @ 1303 
18,.. 1163 @ 117} .. ; ) 1 22,.. 1803 @ 130% 
19,.. 1163 @ 117% .. 22,..18 . 24,.. 1304 @ 1303 
20,.. 1162 @ 1174 .. 23,.. 182 ee 5,.. 1297 @ 130 
22,.. 1174 @ 1174 .. a ) 1822 .. .. 1294 @ 129} 
23,.. 1178 @ 118} .. a Sia <. .. Holiday. 
24,.. 1188 @119 .. 27,.. 1380 @1i +s .. 1294 @ 129} 
25,.. 120 @ 120% .. .. 1818 @ 182} .. 29,..129 @ 129} 
26,.. 1204 @ 1203 .. .. 1313 @ . 128} @ 131} 

12hy .. .. 1804 @ 

@ 1234 .. .. 1293 @ 

) 124 .. Nov. .. 1298 @ 

) 1222 .. .. 1303 @ 

) 128 .. .. 1294 @ 

1228 .. .. 1314 @ 

7! . .. 1314 @ 

1983 .. .. 1814 @ 

19% .. 132 @ 

ae . 1324 @ 

1268 .. .. 131 @ 

a p120 .. .. 13814 @ mia .. 1815 @ 182} 

. 128 128} .. .. 1314 @ we .. 182 @ 182 

3,.. 129 @ 180} .. .. 132 @ ae .. 1822 @ 133 

. 182 @ 1834 .. .. 1318 @ ‘ .. 1324 @ 1324 
. 1384 @ 187% .. 7,.. 182 @1382} .. 19,.. 1824 @ 182§ 
. 1823 @ 185 .. ~« 1818 @ 182 .. 20,.. 1382 @ 182} 


@ 132 
@ 134 
: 1324 
.. 1803 @ 132 
. 1318 @ 1314 
. 1828 @ 133} 
. 1824 @ 132} 
. 13824 @ 182} 
- 1314 @ 1313 
. 1814 @ 1382 
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The highest price of the month, it will be perceived, was on the 4th 
December, when public rumor, in Wall-street, assigned to the Treasury 
teport (then not communicated to Congress) a proposition to enlarge the 
Treasury note circulation. This, it was soon ascertained, was not a part 
of the report; the price has since ranged from 130} to 133. 
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BANK STATISTICS. 
I. Banks of the State of New-York—1860-1861-1862. 


CompaRATIVE Table oF THE Bangs oF THE State or New-York, 
1859-1862, FRoM THE QUARTERLY Reports. 


RESOURCES. Sept., 1860. Dec,1861. March, 1862. Juwne28,’62. Sept. 27, °62. 
BOB sc dsccceccsees $ 200,113,834 .. $ 191,088,141 .. $ 162,017,978 .. $194,501,261 .. $ 165,583,063 
Overdraft, . 423,392 .. 368,366 .. 881,606 .. 431,799 .. 507,511 
Due from banks, 17,167,010 .. 18,798,709 . 17,819,320 .. 21,720,212... 24,071,691 

teal estate, 8,865,800 .. 9,218,788 .. 9,476,483 .. 9,609,060 .. 9,592,765 
Specie on hand, 21,710,828 .. 29,102,715... $4,801,092 .. 82,822,692 .. $9,283,981 
Cash items, 22,913,841 .. 18,995,773... 21,720,544... 84,429,278 .. 88,121,185 
Stocks and mortgages, 86,609,7ST..  68,258,SS4.. 70,755,643 . 71,697,720 .. 118,758,710 
Bills of other banks,.. 2,509,601 2,121,735 .. 8,436,728 .. 9,970,191 .. 25,173,642 
Loss and expense,.... 931,432 .. 1,811,547 .. 1,009,475 .. 1,192,989 .. 902,594 


Total resources, .... $ 311,245,555 .. $ 334,755,658 .. $ 320,948,869 .. $ 366,380,203 .. $ 416,990,142 


LIABILITIES, Sept., 1860. Dec., 1861. March, 1862. June 28,62. Sept. 27,62. 
111,834,347 .. $ 109,403,879 .. $ 108,665,619 .. $ 108,632,708 .. $ 108.606,062 

81,759,127 .. 80,553,020... 28,330,973... $3,727,882... 37,557,873 

Profits undivided,.... 13,316,468 .. 14,152,157 .. 12,112,183 .. 14,721,695 .. 14,288,874 
Duo Hawkey, .svcccece 29,706,696 .. $4,431,615... 88,181,599... 50,569,676 .. 60,421,247 
Due other than banks, _— 2,252,961 .. 2,591,299 . 1,757,045 .. 1,676,746 .. 1,800,115 
Treasurer of the State, 8,569,907 . 3.915,976 .. 8,697,799 .. 8,881,798 .. 5,845,651 
Due depositors,,...... 116,190,466 .. 125,178,934... 124,983.259 .. 150,438,244 .. 186,890,795 
Miscellaneous, ..... ‘ 2,615,673 .. 14,619,278 .. 8,215,392 .. 2,681,954 .. 2,079,995 


Total liabilities, .... $ 311,245,555 .. $334,755,653 .. $320,948,869 .. $ 366,380,003 .. $ 416,990,142 





The English and Irish Bank.—This is the most important new undertaking that 
has been brought forward during the present month. Organized with a respectable 
board of direction, its object, as described by the prospectus, is to afford additional 
banking accommodation to the trading communities in the principal cities of Great 
Britain and Ireland. A want occasionally experienced amongst merchants and 
manufacturers is likewise to be met by this company, which proposes to make ad- 
vances for a limited period on produce or merchandise. This is a kind of accom- 
modation which, in many instances, can only be produced under present arrange- 
ments at heavy rates of interest and commission. The first branches are to be 
opened in Southwark, Bristol, Dublin and Cork, but the business of the bank is 
subsequently to be extended to the principal trading and manufacturing towns of 
the United Kingdom. The general management, however, will be vested in the 
London board. The project is framed upon a scale of considerable magnitude, the 
capital being fixed at £2,000,000, but the first issue is judiciously limited to one- 
half of that amount. It is not proposed to call up more than £20 per share, thus 
leaving £80 per share, (in addition to the amount which may be annually set aside 
out of the profits,) as a guarantee fund to the customers of the bank. A stipulation 
suggestive of confidence, and which we should be glad to see introduced into the 
prospectuses of all new companies, provides that, in the event of less than three- 
fourths of the proposed first issue of shares being applied for, no allotment will be 
made, and the deposits will be returned without any deduction for expenses,—Zon- 
don Money Market Review, November, 1862. 


36 





Bank Items. [January, 


BANK ITEMS. 


IntecaL Banxrnc.—District Attorney Suarer, of Albany, acknowledges the re- 
ce ipt of the following document, which has doubtless been sent to officials i in other 
districts, and declares his purpose of enforcing the penalties: 

State or New-York, Bank Department, ) 
ABany, ov, 14, 1862. j 
Ina Suarer, Lsq., District Attorney : 

The numerous ‘and constantly increasing violations of the law against “ unau 
thorized banking,” which exist in our midst, would seem to call for the intervention 
of the public authorities. 

The action of the corporation of this city, in authorizing the issue of notes in its 
name, representing fractional parts of a dollar, found an ‘apology i in the inconven 
ience resulting from the withdrawal of silver coin from circulation. Being the act 
ofa municipal body, it held out an assurance against ultimate loss through : a failure 
to redeem the currency issued. 

But this example is now being imitated by private individuals, and each day adds 
to the number of those who are violating the law, and i increasing the hazards of the 
community by issuing notes to circulate as money, without the security prescribed 
by law for their ultimate redemption, 

Under these circumstances I am but fulfilling a public duty in calling upon you 
to enforce the penalties prescribed against those who shall continue, after due no- 
tice, to make the interests of the public subordinate to private cupidity. 

Respectfully, your obedient servant, 
H. H. Van Dyck, Superintendent. 

New Banks.—The following banks have reported for the third quarter of the year 
1862. Those with a * are individual banks, 

Location. President. Cashier. Capital. 

Bank of Otego, Otego, soeeeees WILLIAM N, NOBLE,...... SAMUEL R, Fouiett,.. $100,000 
*Bellinger Bank, Herkimer, .......... P. E. Bettinger,........ I. H. Bexyincer, ... 10,000 
*J. A. Clark & Co.’s Bank, Pulaski,... J. A. CLARK,..........0.. C. A. CLARK, 10,000 
*E. 8. Rich & Co.’s Ex. Bk., Buffalo,.. E. 8. Ricn,....... J. M. KenDat,...... 100,000 
*Joshua Pratt & Co.’s Bank, Sherburne, 50,000 
Lincoln Bank, Clinton, y uC. © jane See 2 STON,...... 100,000 
*Q. W. Wellington & Co.’s Bank, 

Can dsc ccttnsassecnassncs -++. Q. W. WELLINGTON,..... SAMUEL Russet, Jr., 20,000 
T. O. Grannis & Co.’s Bank, Utica,.... T. O. Grannis, Pi TE. TOMAR. cccses = * 
Bank of Ontario, Canandaigua,........ H. S. MEssENGER, . d. H. Tripp, . ose 


New-York City.—Mr. Epmunp Witson has been appointed porwann Cashier of the 
American Exchange Bank, New-York, in place of Mr. G, L, Haieur, resigned. Mr. 
Haircut has associated himself with Mr. A. M. Canoong, a member of the New-York 
Stock Exchange, under the firm of Hatenr & Canoong, and will transact a stock 
commission business at No. 51 Exchange Place. Mr. Haigur has been favorably 
known to the public for some time in the “American Exchange Bank, and both mem- 
bers of the firm have had many years experience in the banking business, 


The city councils have finally passed an ordinance providing for the issue of 
$3,000,000 of small notes, of the denominations of five, ten, twenty-five and fifty cents, 
pay able in current funds, on demand, in sums of 35 and upwards. This ordinance, 
virtually securing for the corporation a loan of $3,000,000 in exchange for notes, is 
a necessity growing out of the scarcity of change i in this city. 

Aitica.—A. R. Waryer has been appointed Cashier of the Farmers’ Bank of At- 
tica, N. Y., vice D. E. Warrte, 

Whitesboro.—Hon, S. Newton Dexter, for many years President of the Bank of 


Whitesboro, died at Whitesboro, N. Y., 16th November, aged 77, His name is 
intimately connected with the history of ‘manufacturing i in Oneida county, and with 
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its growth and progress. He was from 1840 to 1842 Canal Commissioner, and, as 
a business man, was widely and favorably known. 


Bank Shares.—The following sales of stocks were made at auction recently : 
10 shares Bank of Geneva, N. Y.,........ 199 25 shares New-Orleans Canal Bank, 
19 “ Bank of Louisiana,. -- 109 (20 “ Commercial Bk., New-Orleans,. 60 
10 “ Bank of Troy, cos 8 7 “ Chemical Bank,.......... eooee. 508 
10 Jefferson County Bank, 91 10 ‘ Farmers’ and Citizens’ Bank of 
23 New-York State Bank, Albany,. 1253 . L. I., $20 each, 
20 Bank of Genessee, Batavia..... -” /10 “ Farmers’ and Citizens’ Bank of 
80 Exchange Rank, Lockport, LL, 


The Chemical Bank shares were bought by R. L. & A, Stuart at 502, The par 
value is 100, but the large accumulations, under a retention of dividends early in 
the existence of the bank, enables it now to make six per cent. quarterly dividends. 


Buffalo.—An exchange paper says that “Col. Lum. Ssrru, the famous ‘bill- 
poster’ of Buffalo, having accumulated a tolerable fortune by habits of strict atten- 
tion to business, temperance, ete., has recently opened a banking house in Buffalo, 
and is doing a flourishing business, Here is an evidence of what may be accom- 
plished by resolute and indomitable energy, combined with integrity and virtue.” 


Marttnew Morgan, the well-known merchant and banker, died suddenly in New- 
York, on the 19th Nov., aged 65. Mr. M, laid the foundation of his large fortune 
as a merchant in the city of New-Orleans, and subsequently returned to New-York, 
where he established a ‘private banking house in the foreign exchange, He was 
the principal owner of the New-York Hotel property, and held, before his decease, 
other large real estate interests in New-Orleans and New-York, 


CuarTEeReD BANKS OF THE STATE oF New-York. 


The charters of the following banks expired in the year 1862: 
Authorized Circulation 

Cupital. Circulation.  Sept., 1862. 
. Bank of Orange County, Goshen, ........ $105,660 ..$178,000 .. $230,300 
. Bank of Rome, Rome, . ccooes 100000 .. 150,000 . 
. Bank of Salina, Syracuse,............2+. 150,000 .. 175,000 
Essex County Bank, ee scoscseces 200,000 ... ESR,000 soaks 
. Schenectady Bank, .. 150,000 .. 175,000 .. 161,000 
. Steuben County Bank, Bath,. Be a icbcibes 150,000 .. 175,000 .. 22,000 
. Leather Manufacturers’ Bank, N. Y. City, 600,000 .. 450,000 


1863. The following charters will expire on the 1st January, 1863: 


1, Cayuga County Bank, Auburn, .. $250,000 .. $227,000 

L. € hemung Canal Bank, E Imira, .. 200,000 .. 200,000 

. Herkimer County Bank, Little Falls, . . .ee- 200,000 .. 200,000 

. Seneca County Bank, Waterloo, ......... 200,000 .. 200,000 .. 198,000 
5. Seventh Ward Bank, New-York,........ 500,000 .. 350,000 .. 171,000 

. Troy City Bank, Troy,. eevee - 800,000 .. 250,000 .. 248,200 
4. Westchester County Bank, Peekskill, . eee. 200,000 .. 200,000 .. 197,700 


1864, The following charters will expire on the 1st January, 1864: 


. Albany City Bank, Albany,............. $500,000 .. $350,000 .. $335,400 
J 0 eerie Manufacturers’ Bank, P ough- 300,000 .. 250,000 .. 242,000 
. Highland Bank, New burgh,. sessecse 200,000 ... 200,000 .. 197,800 
st, The following charters w “ill canes on the 1st January, 1866: 
1, Atlantic Bank, Brooklyn,...........-.-- $500,000 .. $350,000 .. $326,100 
. Bank of Owego, Owego, scce 200 000 .. 200,000 .. 197,800 
3. Bank of the State of New -York, New. XY ork, 2,000,000 .. 1,200,000 .. 241,300 
. Kingston Bank, Kingston, occsasess L0OG@08 .. 175,000 171,500 
5. Oneida Bank, Utica, ... 400,000 .. 800,000 .. 297,600 
. Rochester City Bank, Rochester,...... 400,000 .. 300,000 299,000 
. Tompkins County Bank, Ithaca, . a 250,000 .. 225,000 223,200 


1 
) 
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Troy.—The Troy City Bank will be re-organized on Ist January, 1863, with a 
capital of $300,000, Stras K. Stow, Esq., who has been connected with the bank 
since its organization, is now Vice-President, and is succeeded as Cashier by George 
F. Sims, Esq., who has been Teller of the bank for many years, 


Massacuvusetts,—Cuarces A, Putnam, Cashier of the Washington Bank, Boston, 
having resigned the office to engage in more active business, the position has been 
tendered to Wittam H. Br ackeEtTT, Cashier of the Pocasset Bank. 

Fall River.—Epwarp E, Haruaway was recently elected Cashier of the Po- 
casset Bank, and also Treasurer of the Citizens’ Say ings Bank, of Fall River, in 
place of Wm. H. Brackert, who has recently been elected Cashier of the W ashing- 
ton Bank of Boston. 

Lee.—Joux M. Houck has been chosen Cashier of the Lee Bank, Lee, Mass., in 
place of E. A. Buiss, who resigned the position after having filled it very satisfac- 
torily for more than ‘twelve years. 

Boston.—An application is to be made to the next legislature for the establish- 
ment of a Savings Bank at South Boston. 

New-Bedford.—The City Treasurer of New-Bedford lately advertised for bids for 
$70,000 of city bonds. Offers amounting to $270,000 were made. Three of these 
offers were accepted, covering the whole amount of $70,000, at premiums averaging 
one-half of one per cent. ; of which $30,000 were taken by the Salem Savings Bank, 
and the balance by residents of New-Bedford and Nantucket. 


Matye.—The following are statistics of the Portland Five Cents Savings Bank as 
presented at its recent annual meeting :—Amount of deposits, at the time of closing 
the annual account, April 2, 1862, $78,230 82. Investments—on real estate, $36,175 ; 
United States securities, $7,000; bank stocks, $18,200; on other stocks, bonds. &c., 
$13,474 53; gas stock, $850; balance, cash on hand, Whole number of depositors, 
from the opening of the bank, in June, 1859, is 1,955; number withdrawn within 
that time, 428; remaining, 1,532, of which more than two-thirds are women and 
children. Ov er $40,000, in sums from five cents upwards, was deposited the last 
year. Whole amount paid out to various depositors as interest, from the commence- 
ment, about $8,000. 


New-Hamrsurre,—At the semi-annual meeting of the Trustees of the Connecticut 
River Savings Bank, in Charlestown, N. H., Grorce Accorr tendered his resigna- 
tion of the ottices of Treasurer and Secretary of the institution, thanking the Trustees 
for the uniform kindness received at their hands during the twenty-six years of his 
connection with the bank. Resolutions were offered by Heyry Hussar, accepting 
his resignation, and testifying to his constant faithfulness and efficient usefulness ; 
which were unanimously adopted. The Trustees elected Grorce Atcort, Jr., as 
Treasurer and Secretary of the institution. 

Peterboro.—W u.1aM G, Livinesron has been chosen Cashier of the Peterboro (N. 
H.) Bank, in place of C. G. Cueney, Esq., who lately resigned on account of ill 
health. 

Concord.—Joun V. Barron has been elected President of the State Capitol Bank, 
Concord, N. H., vice Hain Roserts, deceased. 


Vermont.—The Vermont legislature recently elected J. E Dickerman as Bank 
Commissioner. 

Brandon.—A bill has passed the Senate of Vermont for the re-charter of the 
Brandon Bank, the charter to expire in 1888, 


Cosnecticut.—Davip Gatuup, Plainfield, Conn., has been chosen President of the 
Quinebaug Bank, Norwich, in place of L. W. Carro.t, resigned. 

Norwalk.—Grorce E. Miuver has been elected Cashier of the Fairfield County 
Bank, Norwalk, Conn., vice Joun A. Moorueap, resigned. 

Ruope Istanp,—The vault of the Freemen’s Bank, Bristol, was entered with false 
keys some time between the closing of the Bank on Saturday afternoon, Nov. 22 
and its opening at nine o’clock on Monday morning, and bills and Treasury notes to 
the amount of some $20,000 stolen therefrom, together with bonds, securities, &c., 
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to the amount of nearly $200,000. The roguery was not discovered until the cash- 
ier had opened the vault, the doors being locked as usual. An examination showed, 
however, that some portion of the brick work had been removed, evidencing an at- 
tempt to enter in that way, which was abandoned, after which the doors were prob- 
ably opened with false keys, All of the bills in the vault were taken, the greater 
part being bills of the bank, but two bags of gold and silver were left, amounting 
to about $3,600. Why this was not taken does not appear, but it may be the rob- 
bers were alarmed before they could secure the whole of the booty. A portion of 
the securities, amounting to something over $100,000, belonged to the Bristol Savings 
Institution which had its office in the same building. Some $3,000 of the Treasury 
notes belonged to this Institution also, but it is believed that they were made pay- 
able to the Treasurer, and can only be collected by having his signature forged on 
them. A trunk containing rail-road bonds, &c., belonging to the President of the 
bank, Samuet Cuurcn, Esq., was rifled of its contents, and one hundred sheets of 
bills, bearing the signature of-the President, but not that of the Cashier, were all 
taken. Other papers belonging to individuals were taken. Theredemption of the 
bills of the bank has been suspended, and the proper notice forwarded. 


New-Jersey.—The City Bank of Jersey City is now fully organized and open for 
business under the free banking law of New-Jersey, with a capital of $50,000. J. 
W. Lonetey, President, and Henry W. Race, Cashier. 


Jersey City.—The Bank of America, Jersey City, organized under the general 
law, is now open for business, ‘ Discounts, deposits and circulation.” Interest at 
the rate of six per cent, will be allowed upon specal deposits for a period of more 
than 30 days. G. Garpner Weaver, President, W. E. Arnotp, Cashier, $100,000 
cash capital, The issues are based on the pledge of United States stocks. 


PexnsyLvanta.—Application will be made at the next annual meeting of the le- 
gislature gf Pennsylvania for a renewal of the charter of the Exchange Bank of 
Pittsburg, with its present name, location, privileges and capital of $1,000,000. 

Semi-Annual Dividends.—The subjoined Pennsylvania banks have declared their 
semi-annual dividends as follow, for November : 

Farmers’ Bank of Lancaster, 4 per cent. ; Harrisburg Bank, 
Lancaster County Bank, 4 - Mauch Chunk Bank, 
Columbia Bank, 4 Pittsburg Bank, 

Mount Joy Bank, Citizens’ Bank, “ Pittsburg,” 
Carlisle Deposit Bank, | Iron Bank, 
Bank of Chambersburg, | Mechanics’ Bank, = 
Farmers’ Bank of Reading, Alleghany Bank, = 
Union Bank, “ Reading,” Merch. & Man, Bank, “ 
Savings Bank, - | Exchange, 

Bank of Chester County, | York Bank, 

Octoraro Bank, | York County Bank, 
Miners’ Bank, ** Pottsville,” \ 


per cent. 


“ 


cre Ot ee Re Re a or 
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Lock Haven.—The banking house occupied by the Lock Haven Bank was de- 
stroyed by fire during the disastrous conflagration that visited the town, on the 
morning of the 6th instant. The money, books and papers of the bank were all 
saved in its vault, and, with the exception of the temporary inconvenience resulting 
from the loss of a suitable place for the transaction of its business, the bank has not 
sustained any injury. Its business will be continued, until the banking house is re- 
—_ in the room at the east end of the Dalton House, formerly occupied by the 

ank, 


Philadelphia.—The movement of the Philadelphia city banks presents some fea- 
tures deserving of notice. During the last month there is a slight increase in cir- 
culation, Since the reduction commenced no great progress has been made, as will 
be seen by the following comparison of the periods of highest expansion and low- 
est reduction : 


September 8, circulation $5,192,935 ; December 8, $4,524,818 ; Reduction, $668,117. 
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At the beginning of the present year the circulation was only $2,145,219 
In the item of specie we perceive that the banks are steadily losing their accumu- 
lation, as the following statement will show: 
May 5th, .....cccsecccoee $6,049,685 | December Ist.,.....cceeee- $5,465,834 
5,758 


26,645 


August 4th,......0...006. 5,660,187 - Sth., .ccccccess. 5,8 
September 18th,......... 5,543,160 ~ Pew sn. 
October 18th,............ 5,508,970 | 
Since the 24th of November the banks have been contracting their loans, as will 
be seen by the following statement : 
November 24th, loans,....$ 37,479,866 | December 8th, loans,......$ 36,460,040 
December Ist, rer “ 15th, “ ...... 86,125,340 
Franklin.—The Venango Bank went into operation in November. The following 
gentlemen compose the officers : President, F. D, Kiynear; Vice-President, Tuomas 
Hoce; Cashier, Samvet F. Fay; Directors, Hon. R. Inwiy, F. D Kinnear, Wm. M. 
Bowen, E. Cuapwics, James 8S, Myers, Tuomas Hoge, 


DELAWARE.—Joserpn W. H. Watson has been elected Cashier of the Real Estate 
Bank of Delaware, in place of Tuomas W. Rostinson, Esq., resigned. 


Small Notes in Delaware—The following correspondence took place: 
Wirmineton, Dei, August, 1862. 


Hon, Satmon P, Cuase, Secretary of the Treasury, Washington, D. C. :—Does the 
act authorizing the payment in postage stamps, ete., approved July 17, 1862, apply 
to a city corporation, or, in other words, is it lawful for the city of Wilmington, Del., 
to issue notes of a less denomination than one dollar ? 

A. Hottineswortn, Chairman of Finance Committee. 


To which the following reply was received : 

Treasury Department, Office of Internal Revenue, Washington, D. C., Aug. 9, 1862. 

Sir :—Your telegraph of August ] to the Secretary, respecting the proposed issue 
of notes for the fractional parts of a dollar, by the corporation of Wilmington, Dei,, 
has been referred to this office. 

In reply I beg leave to say that the corporation is not prohibited by the Act of 
July, 1862, from issuing notes, for circulation, of a less denomination than one 
dollar. 

Your obedient servant, 
Gro. 8, BoutweEtt, Commissioner. 


A. Hottrxeswortn, Chairman Finance Committee, Wilmington, Del. 


Marytanp,—Samvet Stoan, Jr, Esq., has been appointed Cashier of the Farmers’ 
and Merchants’ Bank, Baltimore, in place of James Mort, resigned. 


Miyyesota.—The St. Paul, Minnesota, Pioneer learns that a new bank of issue is 
to be opened in that city, called ‘The Marine Bank.” The owners are Cuartes K. 
We ts, Datei We tts, Jr., and James Luppiyeton, of Milwaukie. They have de- 
posited $25,000 United States six per cent. bonds with the State auditor, as se- 
poe for the redemption of the circulating notes. Mr. O. B, Turret is to be the 
Cashier, 


Vinersta.—The capital of the North Western Bank, Wheeling, and its branches, 
has been reduced to $868,100—viz., at Wheeling, $488,890; at Jeffersonville, 
$164,200; at Parkersburg, $103,100; at Wellsburg, $112,000. The Jeffersonville 
branch has seceded. Since the passage of the secession ordinance, the Union 
army has not penetrated into Tazewell county, and all communication between the 
parent bank and the Jeffersonville branch has been suspended. The parent bank 
has redeemed about three-fourths of the circulation of that branch, James W. 
Paxton, Esq., is now the President of this bank at Wheeling. 


Richmond.—The Richmond Whig, of November 5th, reports sales of gold on that 
date at $3 30, being a decline of 20 cents from the highest point. The Whig adds: 
“The extraordinary rate of premium recently paid for gold was chiefly owing to 
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the scarcity of that commodity, and not to a corellative depreciation of the paper 
currency. Coin has long since ceased to be a circulating medium in the Confede- 
racy, and is only valuable now as merchandise. The demand exceeds the supply, 
and hence the price for it has advanced, as the price of any other article advances 
when there are more buyers than sellers, and the former are eager to purchase.” 


Itt1xo1s.—The Bank Commissioners of Illinois, in December, adopted an order to 
enforce the provisions of the law against illegal currency. The order is as follow: 

Ordered by the Bank Commissioners, That they forthwith proceed to execute and 
have executed the 2d, 3d, 4th and 5th sections of the banking law of the State of 
Illinois, passed February 10th, 1853, amendatory of the general banking law of this 
State, and that they proceed fo the various towns, villages, cities and other places, 
where any person, bank, broker, dealer in produce or foreign merchandise, in vio- 
lation of the provisions of said act, is issuing, passing or receiving bills of credit, 
bonds, promissory notes, bills of exchange, orders, drafts, certificates of deposit or 
other instruments, to be used as a circulating medium, as, or in lieu of money, or 
other currency, and otherwise to put in force all the provisions of said sections, 
without delay. 

W.H. Hernpon, Tuomas Quick, E. P. Ferry, Bank Commissioners. 


The second section of the law provides as follow: 

Sec. 2. No bank, banking association, corporation, broker, banker, dealer in 
money, produce or foreign merchandise, or other person, shall emit, issue, utter, 
pay out, pass or receive in payment, or on deposit, any bill of credit, bond or 
promissory note, bill of exchange, order, draft, certificate of deposit, written instru- 
ment, or instrument partly written and partly printed, to be used as a general cir- 
culating medium, as, or in lieu of money, or other currency, or intended by the 
wakers thereof to be so used, other than the bills or notes of the banks of this State, 
countersigned in the auditor's office, according to the provisions of the act to estab- 
lish a general system of banking, or the notes or bills, (of a denomination not less 
than five dollars,) of specie-paying banks, created by an express authority of law, 
in cither of the United States, territories, the District of Columbia or Canada. 

The penalty is, that every person violating this section shall forfeit and pay, to 
any person or persons who may sue for the same, the sum of fifty dollars for each and 
every shinplaster so issued. 

At the term of the Cirenit Court in Christian county, Illinois, no less than seven- 
teen parties were indigted by the Grand Jury for violation of the banking law by 
issuing currency. 


Chicago.—City Comptroller Hayes sold in December, to Messrs. C. C. Parks & 
Co., bankers, seventy-five thousand dollars of Chicago seven per cent. municipal 
bonds, of one thousand dollars each, at $109 and interest. Including the present 
issue of bonds, the entire funded municipal debt of the city is less than one million 
and a half dollars. 

The State Treasurer, Butter, gives notice that the January interest of Illinois 
State stocks will be paid at the American Exchange Bank, New-York, from the Ist 
to the 4th January inclusive; after that date, only at Springfield. The holders of 
Illinois and Michigan Canal bonds, where coupons are exhausted, are required to 
present the bonds for payment. 

We see it stated that the wholesale merchants of Quebec have resolved to receive 
silver coin only at 24 discount. In Montreal it is in great abundance, and difficult 
to sell at 23 @ 34 discount. 


Taxable Property.—The amount of taxable property in the State of Illinois has 
been steadily decreasing in value for the last six years, as will be seen from the 
following statement: 

Years, Personal property. Total value. Years. Personal property. Total calue. 

1856,.. $104,108,235 .. $349,951,272 | 1859,... $88,288,094 .. $366,702,053 
1857,.. 111,818,968 .. 407,477,367 |1860,... 88,884,115 .. 867,227,742 
1858,.. 97,853,841 .. 408,140,321 | 1861,... 80,720,918 .. 330,828,479 


A great proportion of this discrepancy is occasioned by the assessors, who are 
gradually reducing the valuation of property, as may be seen by the statement 





568 Bank Items. [January, 


above. For instance, pianos, which three years ago had an average value of $133, 
last year were valued at $71; and other articles have decreased in the same pro- 
portion, The average valuation also differs greatly in different counties. This 
might be prevented by legislative enactment looking to an equalization of assess- 
ments throughout the State, and it would be well for the General Assembly to dis- 
cuss the subject. 


Missovrt.—There is still much complaint of the scarcity of small change. Some 
of the banks undertook, a while since, to guarantee the payment of fractional notes 
of certain denominations, But the number of competitors for supplying the market 
in this way increasing, and the fear that a worthless currency would be saddled 
upon us, has created a disposition to reject these notes in a lump. This conse- 
quence might have been expected. When once the making of money is free to all, 
a worthless issue will follow, and take the place of the best, so long as the principle 
of private issues is acquiesced in. Under the act of Congress none of these issues 
are lawful. The issues of a municipal corporation are, however, not included in the 
prohibition. Thence, it is worth while for our city council to consider whether the 
city should not issue these fractional notes, upon a deposit in the Treasury of notes 
of a larger denomination,—S¢. Louis Republican, December 10. 


Iowa.—Bank Officers in Public Life.—The following named gentlemen have been, 
or now are, connected with the State Bank of Iowa:—Hon, Joun A, Kassoy, late 
First Assistant Postmaster-General, now M. C. elect from the Des Moines district, 
was one of the first Board representing the State. Hon. Samvet J. Kirxwoop, pres- 
ent Governor of Iowa, was a member of the State Board, representing the lowa 
City Branch. Hon. Hiram Price, President of the Board of Control, has been 
elected to Congress from the Davenport district. Hon. Wa. B, Atzison, Vice- 
President of the Dubuque Branch, has been elected to represent the Dubuque district 
in Congress. Iowa seems well represented by her banking interests in the councils 
of the nation. 


Micutean.—A new bank, of £500,000 capital, is soon to be organized at Ann 
Arbor, Mich., the stock having all been subscribed for. 


Lovistana.—General Butier’s order, permitting the Bank of New-Orleans to 
resume business, reads as follow: 
Heapquarters DEPARTMENT OF THE GULF, } 
New-Orteans, November 21,1862. § 
The Bank of New-Orleans having been fully examined, and its circulation having 
been made secure, the commanding general, convinced of the good faith of its pres- 
ent Board of Directors, permits it to resume its usual course of banking business. 
By Command of Masor-Generat Butwer. 
Gro. C. Srnone, A. A. General, Chief of Staff. 


TenyessEE.—The Nashville Dispatch, of the 3d instant, gives some information 
as to the value of Southern (Confederate) bank notes there: 

There has been considerable activity in Southern money for the last day or two. 
By the term Southern money is meant the good banks of Georgia, South Carolina 
and Alabama. The market opened on Monday at 75 in the dollar, but very speedily 
reached 85 @ 90, as the buying rates, with an active demand. Tuesday opened at 
90 as the buying rate, and we heard of as much as 92 being paid for a select lot. 
The market became depressed towards the close of the day, and the brokers were 
offering only 78. Tennessee money may be considered on a par with green backs, 
as the brokers sell either the one or the other at one per cent. premium, Or, in 
other words, they charge one per cent. for swapping. The buying rates for gold 


> 209 


are 25 per cent, and selling at 30 @ 33. 


On1o.—The City Bank, Columbia, and the Forest City Bank, Cleveland, are in 
course of liquidation. 

Specie.—At a recent meeting of the State Bank Board of Control, the question 
was raised whether the banks should furnish to the State Commissioners the specie 
necessary for the next payment of the State interest, at the rate of premium stipu- 
lated in the act authorizing their suspension, and, it seems, seriously discussed. Of 
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course the hesitation was provoked by the fact that gold is worth about 29} cents 
premium more than the stipulated rate, and it became a matter of some moment to 
know whether the honorable observance of the conditions to which they were a 
party was worth 294 per cent. Ordinarily, as the world goes, that is a pretty high 
ary we for honor, but how differently it would have appeared if the conditions 

ad been reversed. Would there have been any concern about the inconvenience 
which 294 per cent. would have occasioned the other party? As a consequence of 
the suspension allowed these banks, they have kept in circulation a greater number 
of their notes than ever before, notwithstanding the fact that regular business has 
been greatly circumscribed. Their lines of discounts have in some way been kept 
well extended, so that it would seem they must have enjoyed a season of unusual 
prosperity, and that their profits are not so grievously disproportionate to the 
advance in coin, after all. 


Wisconsiy.—The following banks have ceased business since 1st January last: 


Beloit—Rock River Bank. Milwaukie—Second Ward Bank. 
Berlin—Oneidas Bank. Mineral Point—Iowa County Bank. 
Columbus—Bank of Columbus, North Pepin—Oakwood Bank. 

Fort Howard—Northern Bank, Racine—Commercial Bank, 
Hudson—Hudson City Bank. Sterns Point—Wisconsin Pinery Bank. 
Kenosha—Kenosha County Bank. Whitewater—Wheat-Growers’ Bank. 


Wisconsin Banks.—From the Comptroller’s report of the State of Wisconsin, dated 
December 4th, 1862, we learn that there are now sixty-six banks in that State in 
successful operation: 

The following stocks have been decreased since the statement of November Ist, 
1862, viz. : 

NNN 5 cocaine Svevb:ac < , aia des vamaitiatoe 3,400 
PENG, os5.aniainciasisnssnes 0800s ceeseesceecce 4,000 
California 7’s,...... a RP ee ene teen rte ane 4,000 
DIG, a vnsccdiedncoonsnsnciodussans nese cewsaeancs 25,060 


p | A are ee CONT OT Ty $36,460 
The following stocks have been increased since the statement of November lst 
1862: 
NN Os sare cia naeamcieuw nos aaawaees Z $100,500 
OTE OMNES O66 a o.0is 566k ncn nsesbadeades . ate 36,500 
PEE NEI 0 ORIN, 6. 5: nics asinine caw aead Kaeiwiebiocicaiesian 56,500 


, | er ree arr $193,500 
The circulation has been increased during the last month,.... $237,190 
The whole amount of circulation outstanding is: 


3 3 Serre Bhs a ects oases acylates olen 
TRCN TI TRUDE 556.0105 6,100.0: 0'n'n 5:5) yi bale bates lanlare wlerceraie 108,099 


pc Se kan ee ee eee 
Secured as follow: 

Wisconsin 6’s,..... =o BU; SBT, 500 | ViPwinte Cbs. 6.6 o:c.ceccisncsis $5,000 
United States 6’s,.. ‘i 234,500 | Louisiana 6’s,.......ecccces 9,000 
- -30’s, 288,750 | Kentucky 6’s,......cccscees 5,000 
Illinois 6's, Bets 161, 800'| Temnenses O60 oss0c.cccicces 17,000 
Michigan 6’s,..... i 108,500 | Miesourt ©, . o.006..ssc0cee 76,000 
“ Pikswns 1,000 | North Carolina eRe 5,000 
Ohio 6’s,..... dee aalaw es 47,600 | Mil. & Wat. R. R. 8's,...... 50,000 
California 7’s,..... a creaeoiee 28,500 | RA 
Minnesota 8’s, ee 66,000 | 2,510,700 
kt, ree a WE 000| PbO. os cncccassccaes. 109,020 

eee 28,000 | 


UE o new caeare elas 15,000 | OGM,  si.ose.0itc.6s 500-00. GeO OL ae 
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Between the Ist day of January and the Ist July, 1862, the aggregate capital of 
the Wisconsin banks had been reduced from $3,807,000 to $3,055,000; and their 
circulation had increased from $1,419,000 to $1,648,000. 


New banks in Wisconsin: 
Bank of Moneka, Portage City,. $50,000 | Monroe County Bank, Sparta,.. $50,000 


Batavian Bank, La Crosse,,.... 25,000 | Bank of Prairie du Chien,...... 30,000 
Sun Prairie Bank, Madison,.... 30,000 | Corn-Planters’ Bank, Calumet,.. 40,000 


United States Treasury Notes Photographed.—We were recently shown a photo- 
graphed five dollar Treasury note, passed at the establishment of J. L. Worr & 
Bro., on North Third-street. It is the most dangerous counterfeit we have ever 
seen, and except by an expert hand at such matters would be in little danger of de- 
tection. —S¢t, Louis Republican, 


10’s. altered from 1’s; unsuspecting persons would be very apt to take these 
“ raised” bills at their apparent value, but a slight examination is only necessary to 
discover the face of the note is dotted with the words “ One Dollar,” *‘ One Dollar,” 
“ One Dollar.” There is also a likeness of Secretary Csr, as large as life, while the 
genuine tens are honored by the features of President Lixcoty. 

20’s and 50’s altered from 2’s ; They have an oval picture of Haminron on lower 
centre; they are well done, but are entirely different from the genuine. 

100’s altered from 1’s ; they bear no resemblance to the genuine, but the alteration 
is well done, and those not familiar with the genuine should be on their guard. 


Counterfeit Postal Currency.—The proof sheet of a counterfeit plate for printing 
postage currency was found in this city, and immediately deposited with the United 
States Treasurer, There the imposture was detected. The counterfeiters had sue- 
ceeded in closely imitating the lettering, with the exception of the date, which isin 
larger figures than in the genuine. The lathe work is rather poorly executed, as 
also the margins, having evidently been done by an ordinary mechanic; but if 
the paper were soiled the defect would hardly be noticed, especially in a poor light, 


This proof is believed to have been dropped accidentally by some operator in ficti- 
tious currency, 


Altered Treasury Notes.—The counterfeiters have commenced altering the one and 
two dollar Treasury notes to those of higher denominations, Already tens, fifties 
and one hundreds have made their appearance. Unsuspecting persons would be 
very apt to take these altered bills for their apparent value, but a slight examina- 
tion only is necessary to discover the difference. Wegive the following description 
of the genuine plates, and would advise our subscribers to cut it out and paste it up 
for reference: 

1’s—vig. large oval portrait of Cuase on left end. 

2’s—vig. large oval portrait of Hammon on lower left centre. 

5’s—Likeness of Hamitron on right end; statue of female representing America 
on left end. 

10’s—vig. eagle on upper centre, oval portrait of Lrxcotn on the upper left end. 

20’s—vig. statue of female with shield and sword, representing America, in centre 
of note. 

50’s—vig. large oval portrait of Hammon on upper left centre. 

100’s—vig. large spread eagle on rock on upper left end. 

Caution, therefore, is all that is required to guard against these altered bills. 


Canapa.—The Montreal Gazette says: “There is to be yet another bank estab- 
lished in Canada by English capitalists, called the Bank of Canada, Nova Scotia, 
and New-Brunswick, with a capital of £1,000,000 sterling. Our late Governor-Gen- 
eral, Sir Epmunp Heap, and Viscount Bury, are among the directors. There is a 
prospect of a considerable flow of English capital into this country. In fact there 
— to be more question of its judicious employment than any limitation of the 

ow.” 


Wa. Lasn, Manager of the Branch Bank of British North America, at Dundas, 
died on 5th inst., aged 56 years after a brief illness, 
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Banks or Discount anp Deposit tn BARcELONA. 

Wame of Banke, Charter upitat. FO, f hing, Ame wb 
Banco de Barcelona,..... May, 1844 .. $2,000,000 .. 20,000 .. $100 .. $1,000,000 .. 50 per ct. 
Caja Barcelonesa, May,1855 .. 1,000,000 .. 5,000... 200... 200,000 .. 20 per ct. 
Catalana General, Feb. 1856 . 6,000.000 .. 80,000 .. 100 .. 2,400,000 .. 80 per ct. 
Credito Mosilario Barcelos, Aug. 1850 .. 3,000,060 .. 40,000 .. 100... 1,290,000 .. 40 peret. 
Gruein Commercial, Sept.1856 .. 3,000,000 .. 15,000 .. 200 .. 900,000 .. 80 per ct. 
Caja Industrial y Mercl,... Nov. 1856 .. 3,000,000 .. 15,000... 200... 600,000 .. 20 perct, 


$15,000,000 115,000 $ 6,800,000 
Quotations or New-York Bank Suares. 


9, May 18, Dec. 28, | June 2+, Dec. 13, 


Feb. 
1861, 1861, 1861. | 1862. | 1862. 


American Exchange Bank,. @ 92) 80 176 @ 78! 9% @ 98 | 97 @ 9K 
Atlantic Bank, | 6 @ 70| 60 70| 60 @ 65| 6 @ tT | 50 @ 6d 
Atlantic Bank, Brooklyn, 125 @ 128 115 @ 120} @ 110/120 @ 124 | .. @ .. 
Bank of America,... 100 4 96 . @ 100110 @ 1114/1109 @ 112 
Bank of Commerce, «ool @ 78| 9% @ 99 | MN@ WK 
Bank of New-York, 3| § | @ §5/100 @10l |1 @ 107% 
Bank of North America, 8 | @ 85/101 @ 103 | @ 100 
Bank of Commonwealth, . 8 | 70 @ 72) 93 § 8s @ 90 
Bank of Republic, 1 | ss } e 8s| 91 5 S @ 2 
Bank of State of New-York, . 7 17| 93 94 | @ 2% 
Broadway Bank, liss $ 120 | 187 @ 145 
Bull’s Head Bank,...........| 80 @ -- @.. 5 03 @ 194 
Butchers and Drovers,....... 118 9 ( B |i 2 ) 125 5 @ 120 
Chatham Bank, | 8S Oc ots @ 90 





90 | 
106 
75 | 
86 100 
82; 98 
180 | 135 
.. | 185 
$0; 80 
68| S84 
92 | 103 
72| 76 


Citizens’ Bank, 

City Bank, 
Continental Bank,. 
Corn Exchange Ban 
East River Bank, 
Fulton Bank,...... c 
Greenwich Bank, . a, ey Ga ee 
Grocers’ Bank.... 
Hanover Bank 
Importers and Traders , 
Irving Bank, 

Leather Manufacturers,. » 130 130 

Long Island, Brooklyn,.. 120 @ 130 
Manufacturers and Merchants @ os | oe oe 86) 90 @ 9% 
Manhattan Bank,... ./180 @ 110 20|125 @ 130 
Marine Bank,. mA 3 @ 15} $5 w7 @ .. 
Market Bank, “11192 @ 93/8 @ els 80 @ | 97 98 
Mechanics’ Bank,. "11056 10614 | @ 100} 84 | 106 
Mechanics’ Bank. Association,| 90 @ 98 @ 90) 7 

Mechanics & Traders’ Bank,'101 @ ” @ 110 |10s8 

Mercantile Bank, 15 @ | @ 98 
@ §85| 


Merchants? xchange ...| 88 @ 85,75 @ 8 
Metropolitan Bank,.........| @ Si) 
Nassau Bank, ' 9S @ 100 
2 82 
N. Y. County Bank, . ‘ | @ 9 
N. Y. Exchange. . 9S | @ 9 
North River, wes 8 @ 90 
2A) ae @ 4 r 0 @ 110 |19 
Ocean Bank, .| SS @ 1/838 @ 94] | @ 
Oriental Bank, @ 95 | | 94 @ 95! 6 | @ 100 
Pacific Bank, @ 125/110 @ 125 | D 20 @ 125 
Park Bank, e 106 | &6 3 @115 | iy 
Peoples? Bank, oe ie 98|. @ 76| § 100 | 95 
Phenix Bank, ..| OF 4 = i) $4 | ( T @ 1083¢/ 105 
8t. Nicho!as Bank, A PTSD @ 78 @ 80 @ 92 @ 9 | 91 
Seventh Ward econ @ 1: $5 | jis @ 135/112 @ 128 @ 130 | 132 
99 @ 100 87 @ 1103 @ 104 | 101 
@.. of @ 98 @ 1/100 @ 102 | 102 
@ 100'8S5 @ 9% G 83 | 102%@ 165 | 106 


aay “has 


a 
‘> 
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Tabular Statement of the Bank of England Returns—The Bank Rate of Discount— 
The Price of Consols—Price of Wheat, and the Leading Exchanges at London, the 
jirst week in December, 1852, 1859, 1860, 1861, 1862: 


Bank or ENGLAND: Dec., 1352, Dee., 1859. Dec., 1860. Dec., 1861. Dec., 1862. 
Circulation,..... seeedeues £ 24,216,000 ., £21,942,000 .. £ 20,923,000 .. £20,748,000 .. £ 20,554,000 
Public deposits,.......... 7,637,000... 8,608,000... 6,617,000... 5,206,000 .. 8,195,000 
Other deposits, 12,699,000... 13,444,000... 12,472,109... 18.278,000 .. 13,650,000 
Government securities,... 13,962,000 .. 10,925,000 .. 9,490,000... 10,892,000... 11,034,000 
Other securities,.......... 12,410,000... 19,350000 .. 20,104,000 .. 16,224,000 .. 19,333,000 
Reserve of notes and coin, 18,035,000... 10,261,000... 7,933,000... 9,730,000... 9,905,000 
Coin and bullion, 21,808,000 .. 16,936,000 .. 13,665,000 .. 15,140,000 .. 15,003,000 
Rate of discount,, 2percent... 24 pr.ct,.. Spercent... Spercent... 3percent. 

Price of consols, ... 101% Clit 957% es 94 ad 90% «.. 92% 

Average price of wheat,.... 4192d. .. 448.8d. .. 548.10d. .. 608.602. .. 47s. 8d. 

Bills on Paris, short, 15 =. , i ar 25.173 .. 25.30 ae 25.15 
** on Amsterdam, short,. Te sw ot a 1l14yy .. mi (t 11.1384 
“on Hamburg, 3 months, 13.44 .. 13.5 13.64 .. 13.84% .. 13.64 


NEW PUBLICATIONS. 


I, The Tariff Question Considered in regard to the policy of England, and the 
interests of the United States, with statistical and comparative tables, By Erasrtvs 
B. Bicerow. 4to. pp. 346. Little & Brown, Boston. Price $5. 

II. The Manual of Commerce. A compendium of mercantile tables, British and 
foreign moneys, weights and measures; exchanges, interest, annuities, reversions, 
&c., with an extensive collection of commercial forms, &ce. By W. Warerstoy, 
Accountant, Bank of Australasia. Revised edition of 1862. Price 3s. 6d. This 
edition includes a concise description of the currency system of the Bank of Eng- 
land; popular tables for conversion of French measures, prices, &c.; additions to 
the commercial forms, &c, Edinburgh: Oliver & Boyd. London: Simpkin, Mar- 
shall & Co. 


Ill. Facts, Failures and Frauds. Revelations: financial, mercantile, criminal. 
By D. Morrer Evans. Groombridge & Son. London. S8vo. Price 12s, 

IV. The British Tariff for 1862-63. (Thirty-sixth annual edition.) Price 6s. By 
Epwarp Beepett, of the Office of Examiner and Principal Controller of Accounts, 
Custom-house, London, London: A, H. Bailey & Co., 3 Royal Exchange Buildings, 
Cornhill. 

V. Des Crises Commerciales et de leur Retorur Periodique en France, en Angle- 
terre, et aux Etats Unis, By Dr. Cremenr Jugtar. Paris, 1862. Guillaumin & 
Co. (We propose to notice this production, with extracts, in a future No.) This 
work obtained the prize for the best treatise on the subject, offered by the Academy 
of Moral and Political Sciences of Paris, in 1860. 


VI. Parliamentary Documents—1, Victoria Gold Fields. Despatch from the 
Governor of Victoria on the present condition and prospects of. 22 pp. Foolscap 
folio. Price 3d. 2. Statistical Abstract for the United Kingdom in each of the 
last fifteen years, from 1847 to 1861. (Ninth number.) 72 pp. Royal 8vo, Price 
6d. 3. Births, Deaths and Marriages in England. 23d annual report of the Regis- 
trar-General, 388 pp. Royal 8vo. Price 2s. 4. Marriages, Births and Deaths 
in England. Table of, in the year 1862. 6 pp. Foolscap folio. Price 1d. 5. The 
British Post-Office. Eighth report of the Postmaster-General upon. 74 pp. Royal 
8vo. Price 6d. 6. Meteorological Department of the British Board of Trade. Re- 
port from, dated March, 1862. 428 pp. Royal 8vo., with plans, Price 6d. 7. 
Tariff. Return of new and old rates of duty in foreign tariffs in the year ending 
28th February, 1862. 44 pp. Foolscap folio. Price 6d. 
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Notes on the Money Market. 


Notes on the #lonen Market. 


New-York, December 24, 1862, 
Exchange on London, at sixty days’ sight, 145 @ 146. 


Tue month of December has been an excited one, both in politics and in money. The annual 
report of the Secretary of the Treasury was sent to Congress on Friday, the 5th inst. It has been 
favorably received by the country; recommending, on national grounds, the adoption of national 
credit for that of the individual States, as a basis for banking circulation. The sound and con- 
servative banks, who look to the safety, the uniformity and the stability of the paper currency of 
the country as essential to the prosperity and permanency of commerce and finance, consider the 
proposed change as desirable for the true interests of the people. In this, however, the banks 
properly exclude the idea of profit to individuals which now arises from the issue of paper 
money ; but in view of the lamentable evils which have hitherto marked its excesses and abuses, 
they look at the subject in its broader and national aspects, and conclude that the interests of the 
whole country and the whole people are paramount to those of individuals and corporations. 

Pending the discussion of this important subject in both houses of Congress there will remain 
that degree of uncertainty and anxiety which necessarily pertain to it in an unsettled state. A 
leading additional cause of anxiety in the money market was the repulse of the Union army on 
the 13th inst., at Fredericksburg. Public securities were instantly depressed by the temporary 
loss of confidence among capitalists as to the progress of the war. 

To these causes, ample in themselves to produce a revulsion in the stock and money market, 
was added, on the 20th inst., rumors of dissensions in the Cabinet, of a want of confidence felt by 
Congress in the administration, and finally, an official statement of the resignation of Secretary 
Sewarp and Assistant-Secretary F. W. Sewarp, of the State Department, and of Secretary 
Cuase, of the Treasury Department. 

In all countries, a change of the Cabinet instantly affects public securities, even in time of peace 
and prosperity. Of course, such a serious change here, without a knowledge on the part of the 
public as to the real or fancied ground of such a change, must have an unfavorable influence upon 
government and State loans, and upon the whole market. On the 22d, when the intelligence be- 
came general in Wall-street, there was an instant decline in United States loans. The 7.30 bonds, 
which have lately ranged from 4 @ 434 per cent. premium, fell to 3¥ per cent. 

The administration of the affairs of the Treasury Department have been marked by unquestioned 
integrity, ability and industry, and the public credit stood well, even in the face of the most extra- 
ordinary national expenditures that have ever been recorded in the world, and in the face of 
speculative efforts in Wall-street and elsewhere to embarrass the Treasury. The banks, unfortu- 
nately, have aided these individual efforts, by lending freely on deposits of gold; and if these spe- 
cial deposits of gold (now amounting to about ten millions of dollars) were withdrawn, and the 
gold thrown upon the market, it would fall in price. 

The country is now paying the penalty of the abuse of itscredit abroad. The markets of Europe 
have, for years, been besieged for the purchase of American State bonds, rail-road shares and 
bonds, city and other corporate bonds. These efforts were successful to an amount variously esti- 
mated at two hundred to three hundred millions of dollars. Upon the first revulsion of the mar- 
ket at home, these securities have been returned to Wall-street for conversion into gold or 
exchange on Europe, even at a loss of twenty, or thirty, or forty per cent. These orders, to the 
extent of fifty or one hundred millions of dollars, have been executed during the current year, 
and the continual high price of gold and of sterling bills are partly the results. 

Up to the 20th inst., before the causes of the disturbance of the market now alluded to were 
made known, the previous demand for government loans had been sustained. The new 7.30 bonds 
had sold, in private hands, at 104 @ 105, and at the board, at 1033 @ 104}¢. The five per cents 
of 1874 had advanced from 92144 @ 94. State bonds were well held. The bonds of the Confederate 
States are down in price. Virginia declined from 644 to 60, and there are more sellers than buy- 
ers, The State Treasurer of Illinois has issued public notice to the effect that he will, on and after 
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the first Monday of January, 1863, until the 4th day of February, 1863, be ready, at the American 
Exchange Bank, New-York, to pay the interest maturing on the first Monday of January, 1803, on 
the public debt of the State of Illinois, 

The interest then due, and not called for prior to the 4th day of February, 1863, will thereafter be 
paid only at the office of the Treasurer of the State of Illinois, in the City of Springfield, Illinois. 

Holders of Illinois and Michigan Canal bonds, whose coupons are exhausted, are required to 
present the bonds. 

On the 16th December, Senator McDovGa tt, of California, offered a joint resolution, that this 
government will maintain the payment in coin of the interest on its indebtedness, and would con- 
sider it a breach of faith to the public to do otherwise; that the duties on imports shall continue 
to be collected in coin and the old issue of demand notes only, and when the latter shall not be 
sufficient for the purpose of such payment, they shall thereafter be payable only incoin. Referred 
to the Committee on Finance, 

On the same day, Hon. 8, 8. Cox, of Ohio, moved that the Secretary of the Treasury be directed 
to furnish to the House a statement of the amount of United States loans created in 1841, and 
extended by the act of April, 1842, and which will fall due in the present year; the names of those 
registered as the owners thereof, and such other information as to actual ownership, with copies 
of memorials and memorandums addressed to him; and further, whether he proposes to pay such 


loans in coin. Referred. 
Mr. Nesmitu, Senator from Oregon, introduced a bill to establish a branch mint at Portland, 


Oregon. Referred to Committee on Finance, 

The following is a comparative statement of the public debt of the United States: 
March, 1862. Dee. 1, 1862, 
$ 21,514,856 une $ 21,150,000 
80,595,092 wae 30,000,000 
68,415,000 ore 68,850,000 
New six per cent. 5-20 bonds, eeee5 esee 23,750,000 
COD GG PORE WO asia sc ccvcccicccccsccsecccseces 100,000,000 As 150,000,000 
Six per cent. certificates of indebtedness, 22,524,761 ° $7,363,000 
Six per cent. Treasury notes, 2,500,000 
Deposits at 4 @ 5 per cent.,.....cccecccsecsccccsecs wome 79,798,000 
. $ 243,049,709 eee. $463,411,000 
60,000,000 scaika 222,932,000 


$ 303,049,709 $ 686,343,000 


Six per cents of 1862, 1867, 1868, 
Five per cents of 1865, 1871, 1874, 
Six per cents of 1851, 


Total bearing interest, 
United States notes in circulation,. 


We annex the highest cash prices offered, for eight weeks past, at the dates named, for the gov- 
ernment and leading State securities in this market : 
Oct. 11th. 20th. Nov.1st. 10th. 20th. Dec. ist. 16th. 20th. 


U.S. 6’s, 1881, coupons,.... 1017g .. 1033{ .. 1041g .. 1083 .. 1083f .. 104 .. 1044 .. 1085, 
U. 8.5 per cents, 1874,..... 92 .. 923 .. 98 .. 9236 .. 9236 .. 923% .. 9236 .. 94 
Ohio 6 per cents, 1SS6,.... 1083¢ .. 109 .. 108¥¢ .. 10846 .. 118 ..118 ..116 .. 108K 
Kentucky 6 per cents,..... Sw BM wo SB Bui et « Bc W a B® 
Indiana 5 per cents,....... we ie ae oe + oo BO 2. DB «w @ 
Pennsylvania 5 per cents, 93 .. 9436 .. SB .. 94... «- 98% mn : S&S 
Virginia 6 per cents,. ..... wee x GE nce CRE as a « 2 . x. @ 
Georgia 6 per cents,...... ie aw ee ee ae ns oe ee 
California 7 per cents,1877, 112 ..114 .. 114 .. 1183f .. 1183{ .. 11146... 114... 115 
North Carolina 6 percents, 68 .. 69 .. 70 .. 7 . 69%; .. 603¢ .. 695 
Missouri 6 per cents,...... 48 .. 524 .. 53 .. 52 .. me ee <a 
Louisiana 6 per cents,..... er ae aS a Bw ee oe 
Tennessee 6 per cents,.... 5036 .. 52% .. 55 .. 584 .. -- 5836 .. S43g.. Sf 


The annexed quotations of rail-road shares show more active movements and increased confi- 
dence in the future earnings of the prominent companies, Erie old shares have advanced since 
our closing quotation of November, at 3 @ 1; Reading, ¥ to 1; Hudson River, 2@ 234; Michi- 
gan Central, 3; Michigan Southern,1; Panama,5; Baltimore and Ohio,1; Illinois Central, 3; 
Cleveland and Toledo,44¢; Chicago and Rock Island, 24g; ‘Galena and Chicago, 13g. Pacific 
Mail shares have gone up to 136. 


© 





1863.] Notes on the Mouey Market. 575 


There will probably be an early development In regard to the rail-roads of the country that will 
take the public by surprise. It is already known that during the current year the gross receipts 
of many roads are largely in excess of last year; in some cases enormously so. It is known, also, 
that most of them are getting higher rates for travel and freight than heretofore. The increased 
rates, it is fair to assume, runs from 15 to 25 per cent., and this accounts in part for the largely 
increased earnings, though doubtless in almost all cases there is an actual increase in the volume 
of business, The development which is likely to surprise the public is the reduction in running 
expenses, 

The earnings of the Erie Rail-road for the montk of October, are unofficially reported at $910,000, 
being $187,000 over the same period last year. The following table will show the earnings of the 
Erie road for the past three years, the three closing months of the present year being estimated: 

1860. 1861, 1862, 

Pe $339,390 $ 404,507 $ 695,607 
February, 803,279 891,932 603,026 
426,470 eeee 458,560 536,615 

462,815 547,174 605,755 

419,991 506,610 575,345 

401,560 430,062 516,190 

871,256 872,705 587,010 

519,009 609,881 

515,947 664,443 

585,597 722,362 see. 910,000 

November,. .......... 554,532 ° 734,826 900,000 
December, 534,276 ° 708,136 $50,000 


eee $5,545,394 


4,953,880 


Showing as net earnings, ....... ree on sen LCE e er 


We annex the current cash quotations for leading shares in this market since the middle of Au- 
gust. Those with a star [*] pay no dividend this year, 


Oct. Wth, Nov. 1st. 100A, 20th. Dec.ist. 10th. 20th. 
N. Y. Central R. R. shares, 1055¢ .. 1057g .. 10334 .. 102% .. 10446 .. 104 .. 108 
*N. Y. and Erie R. R.shares,...... 58% .. 643%... 64g .. G18 .. 60K .. 624... 62 
*Harlem R. R. shares, 20% .. 2% 20% .. 2236 .. M135 .. BM .. 28% 
*Reading R. R. shares, 7... Qi. DE Mex DE Bu DB 
*Hudson River R. R. shares, Ox. DBD . We. MM «. We. WK. 
Michigan Central R. R.shares,.... 86 - 9136 .. 80% .. 8B .. BS .. DIX .. D1 
*Michigan Southern R.R.shares,.. 40% .. 433g .. 413% .. 8953 .. 87 .. 40 .. 405 
Panama R. RB. shares,............ 148 .. 154 .. 155 .. 154 .. 154 = .. 158 =... 159 
Baltimore and Ohio R.R. shates,.. 72 .. 66 .. 66 .. 77 .. TT «.. TI... T 
*Iilinois Central R. R. shares,..... T93¢ .. 81% .. 794 .. 76 .. T4¥y .. TR .. 
*Cleveland and Toledo BR. R.,..... 69 .. 70 .. 69 .. 664 .. 66 .. 694 .. 
Chicago and Rock Island R.R.,.. SO% .. S34 SS « Bua BD «= Bs. 
Galena & Chicago R. R. shares,... 833g .. 86 .. 84 .. SI... SO .. S135 .. 
Chicago, Burlington & Quincy,.. 104 ..116 .. 8949 .. S8&%.. 854% .. ST .. 
Pacific Mail Steamship shares,.... 125 .. 1249 .. 1193¢ .. 121g .. 119}g .. 122 .. 186 


The following list of the prices at which the leading railway stocks of New-England are selling 
is curious and instructive. Ten years ago these roads were in the situation through which the 
Western roads are now passing. Some were being re-organized; nearly all had suspended divi- 
dends; some were unable to pay their interest, and their stocks were all selling at 20 @ 25 @ 50 
per cent. on the dollar: 


Rate of Annual Present Rate of Annual Present 
Dividends, Time. Dividends. Time. 


Western Rail-road,...... iemea .. 1414 | Portland and Saco,,.......... 6 .. 11K 
Worcester Rail-road, S .. 180 | Concord, oe 20 
Boston and Maine, -. 123 | Fitchburg, os S22 
Providence, ee 1298 Manchester and Lawrence,... so 3 
Old Colony,...... a aecesniowen .. 1184} Boston and Lowell, ........ - « 104% 


DM MDM #3 #3 
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The railway engineers of New-England have, it seems, learned how to manage their roads soas 
to secure regular dividends for their stockholders, by avoiding express trains as far as possible, 

The loans, specie, circulation, deposits and exchanges of the present year, at New-York, have 
been as follow, at the dates mentioned : 


1862. Loans. Specie. Circulation, Deposits. Exchanges. 
January 4,..... $154,415,000 .. $23,983,000 .. $8,586,000 .. $111,789,000 .. $ 100,642,000 
February 1, 144,675,000 .. 27,479,000 6,404,000 .. 112,057,000 .. 93,791,000 
March 137,674,000 .. 29,826,000 .. 5,363,000 .. 107,974,000 .. 109,854,000 
April 124,477,000 .. 33,764,000 . 7,699,000 94,082,000 .. 111,336,000 
May 133,406,000 35,175,000 .. 8,482,000 .. 109,634,000 .. 140,952,000 
June 142,318,000 .. $81,248,000 .. 8,818,000 .. 125,566,000 .. 148,123,000 
July 148,643,000 .. $1,790,000 .. 9,270,000 .. 127,496,000 .. 149,748,000 
August 150,517,000 .. 84,022,000 .. 9,811,000 .. 187,112,000 .. 149,167,000 
Sept. 158,435,000 .. 36,188,000 .. 9,645,000 .. 142,663,000 . 154,074,000 
October 165,057,000 .. 88,325,000 .. 9,900,000 .. 157,944,000 .. 239,013,000 
176,847,000 . 87,980,000 .. 9,848,000 .. 167,485,000 .. 213,246,000 
172,962,000 .. 87,949,000 .. 9,816,000 .. 158,998,000 .. 173,809,000 
171,483,000 87,662,000 .. 9,924,000 .. 153,602,000 .. 232,491,000 
172,933,000 .. 36,708,000 .. 9,929,000 .. 154,690,000 .. 212,515,000 
173,853,000 .. 85,554,000 .. 9,889,000 .. 154,824,000 .. 200,356,000 


The deposits were reduced at the close of November, and early in December, about thirteen 
millions, on account of the large payments to the Treasury for the new 7-30 loan. 

The foreign exchange market exhibits yet high figures. For bankers’ bills on London we quote 
a moderate demand at 1454 @ 146, which is a fraction above the rates at the close of November; 
for documentary bills at sixty days, 1431¢ @ 1444; ; and for bills of leading commercial firms, 144 
@ 145. On Paris, short sight, 3.85 @ 3.8234 ; for bills on Antwerp, 3.9234 @ 3.87}g ; on Switzer- 
land, 3.8644 @ 3.85; Prussian thalers, 96 @ 97. 

Sept. 23. Oct. 23. Nov. 24, Dee. 24. 


London, bankers’ bills,...... 129 @1293¢ .. 145 @147 .. 144 @145_.. 1454 @ 146 
“« mercantile bills,.... 12849 @129 .. 148 @145 .. 142 @143 .. 144 @145 
“* with bills of lading, 1288 @128¥ .. 142 @143 .. 140 @i41_.. 1484 @ 14X 
Paris, bankers’ bills, .. 400 @3.85 .. 38.90 @385 ..3.90 @3.83% 
Amsterdam, per guilder,.... 48 @ 49 .. BY@ 5S .. 55 @ 55H .. 554 @ 554 
Bremen, per rix dollar, 92 @ 93 ..102 @il0t ..105 @1054 .. 105 @105 
Hamburg, per mare banco,.. 42 @ 43 .. 47 @ 49 .. 48K @ 484 .. 484% @ 494 
Frankfort, per florin, 485°@ 49% .. HW @ SW... 55 @ BY... 55 @ 5H 


The foreign export of gold from this port for 1134 months this year, compared with former 


years, was as follow: 
$ 24,586,000 | 1858, ........c.e06 Crccccccccccscee $25,210,000 
25,751,000 | 69,153,000 
-- 87,147,000 42,161,000 
855 27,207,000 | 8,449,000 


1855, 
36,711,000 | 1862 59,106,000 


ee aaeteatanthdead sesee 41,829,000 | 


DEATHS: 


On the 4th December, 1862, Jon ALDEN, Esq., late Cashier of the Glens Falls Bank, N. Y. 
In Dundas, Canada, Witt1am Lasn, Esq., Agent of the Branch Bank of British North America 


at that place. 
At Bridgeport, Conn., Monday, December Sth, Cuartes Foote, Esq., formerly Mayor of that 


city, and for more than thirty years Cashier of the Connecticut Bank, Bridgeport. 





